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THERE'S NO OTHER STORE LIKE
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Message from
the Chairman

| am pleased to report that over the past three years our Company has
successfully achieved all of the targets that were set at the time of the
2003 Strategic Review: In fact our Company has established an enviable
track record in terms of financial performance throughout this period
despite the difficulties many other retailers have experienced,

OVERYIEVY OF Frs

FY0& was an exceptional year for our Company.We delivered our
highest ever profit result and dividend since listing in 1995 and ocur
management team was able to identify and capitalise on a number
of key strategic opportunities thal anose throughout the year.

A detailed review of our Company's performance and achievernents
in FY06 is set out in the Chief Executive Officer's Report. There are
however a few hightights that | would tike so specifically mention.

Despite a slow start to the year in terms of consumer spending, sales
in FY06 grew by !.2% This was the resuli of a strengthening in
consumer spending in the second hall of the year which enabled the
Company to achieve sales growth of 4.4% in the second half of the
2006 financial year (2HO6).

It is a testament 1o our strong business model that in spite of

the Nuctuations in consumer spending throughout the year, tight
management of costs, inventory and capital expenditure enabled
the Company to deliver a record PAT of $81.1 million in FYQ6.This
represents PAT growth of 30.6% over FY05 ($62.1 million on an
undertying basis once comparable accounting standards are applied).

In addition to continuing to defiver an outstanding financial performance,
I amn pleased to report that in FY06 the management team commenced
laying the foundation for our Company’'s longer term success.

Evidence of this was our ability 10 capitalise on oppartunities that arose
as a result of the recent restructure within the Australian department
store sector. Since the announcement of the proposed sale of the Myer
department store business to a private equity consertium, we were
able to secure:
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- agreements 10 open three new David jones stores:
- department store exclusive supply arrangements with new brands:

- long-term department store exclusive supply ag?eement.s with key
existing brands; and

= Country Road back into the entire David Janes store network
{from February/March 2007).

During FY06, we also identified the opportunity to unwind the sale
and leaseback of our flagship Sydney and Melbourne CBD stores
and to effectively reacquire these core assets. The reacquisition was
completed on 29 September 2006 and. as a resutt. our Company
norw awns key core strategic assets and shareholders will enjoy the
enhanced returns that this transaction delivers,

DIVIDENDS

As ewidence of the Board's confidence in our Company's business
model and our management team's ability to continue 1o generate
strong cashllows and profit growth, | am delighted to report that a
fully franked diidend of 9cps was declared for 2H06.

Added to the fully franked dividend of 7cps declared for the

first half of the 2006 financial year (1HO6), this takes the total dividend
declared for the year to 16cps, fully franked. This represents an
ingrease of 23.1% on the Company’s FY0S5 dividend of | 3cps.

The Bozrd and the management team remain committed to delivering
ongoing dividend growth,
REINSTATEMENT OF DIVIDEND REINVESTMENT PLAN

As mentioned above, our Company will be opening three new stores in
the FY07 to FY09 peried. These new stores will be located in Westfield
Shopping Centres al Burwood, Chermside and Doncaster.

On | September 2006, the Board declared that the cost of opening
these new stores will be funded by the reinstatement of the Company’s
Dividend Reinvestment Plan (DRP) on a non-underwritten basis for the
period FY07 10 FYQ9 (inchustve).
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DAVID JONES LIMITED
ANNUAL GENERAL MEETING

Notice is given to the members of David jones Limited

ABN 75 000 074 573 (the Company} that the Annual General
Meeting of the Company will be held at the Wesley Conference
Centre, 220 Pitt Street, Sydney. New South'Wales on Friday,

| December 2006 at 10,00 am,

DAVID JONES NOTICE OF MEETING

BLUJSINESS

I. To receive and consider the financial report of the Company
and its congrolled entities for the 52 weeks ended 29 July 2006
and the reports of the Directors and Auditor.

2.To elect two Directors.

{a) lohn Coates AC retires by rotation and, being eligible, offers
himself for re-election,

{b) Katie Lahey retires by rotation and, being eligible, offers herself
for re-election,

3. To consider and, if thought fit, pass the following resolution
as an ordinary resoluton:

That pursuant 1o clause 4.3 of the Company’s constitution, the
maximum amownt which may be paid in aggregate to Non-Executive
Diirectors as remuneration for their services in any year be increased
by $500,000 to a fixed amount not exceeding $1,800,000 per annum!

4.To adopt the Remuneration Report
The vote on this resolttion is advisory only.

5. {a) Allocation of shares under the Long Term Incentive Plan
1o Mark Mclnnes.

To consider and, if thought fit, to pass the folicwing resolution as an
ordinary resolution:

“That approval be given for the grant of up to a maximum number
of 489,850 ordinary shares in the capital of the Company 10 Mark
Melnnes, the Chief Executive Officer of the Company, pursuant 1o
the David jones Limited Long Term Incentive Plan and on the terms
set out in the Notice of Annual General Meeting 2006,

5. (b) Allocation of shares under the Long Term Incentive Plzn
to Stephen Goddard.

To consider and, if thought i, to pass the following resolution as
an ordinary resolution:

That approval be given for the grant of up to a maximum number
of 233.601 ordinary shares in the capita! of the Company to
Stephen Goddard. the Finance Director of the Company, pursuant
to the David Jones Limited Long Term Incentive Plan and on the
terms set out in the notice of Annual General Meeting 2006/

By order of the Board

Caroline Waldron
SECRETARY

Sydney, 3 October 2006
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Voting Exclusion

In accordance with the Listing Rules of the Australian Stock Exchange
Limited any votes cast on resolutions 3, 5(a) and 5(b} by a Director of
the Company or any associate of a Director will be disregarded except
where the vote is cast:

- by a person as proixy for a person whao is entitled to vote,in
accordance with th:e directions on the Proxy Form; or

= by the chairman of the meeting as proxy for a person who is entitled
1o vote, in acco:da.nce with a direction on the Proxy Form to vote as
the proxy dectdes

Proxies !’

Any member enu'tleq: to attend and vote is entitled to appoint not

maoce than two proxies to attend and vote in his or her stead. If

more than one proxy is appointed, each proxy should be appointed

to represent a specified portion of the member's voting rights. If two

proxics are appo'rmc'd and the appoimtiment does not specify the

propartion of the member’s votes that each proxy may exercise, each

proxy may exercise half the votes. The person or persons so appointed

need not necessarily, be members of the Company.

To be effective. the Rroxy Form must be received by Computershare
Investor Services Pty Limited, Level 3, 60 Carrington Street, Sydney,
NSW, 2000 {or by facsimile to (03) 9473 2118) not less than 48 hours
before the time for holding the meeting. No facility exists for receiving

Proxy Forms by ema:il.
Carporate Represer!\mn've

If your holding is registered in a company name and you would like
to attend the meeting {and do not intend to return a completed
Proxy Form). please bring with you to the meeting a duly completed
Appointment of Corporate Representative Form to enable you to
attend and vote at the meeting. Contact the Share Registry, which
will forward to you a. form for completion.

Entidement to vote:

For the purposes of the meeting, shares will be 1aken 1o be held by the
persons who are the registered holders at 7.00 pm (Sydrey time) on
Wednesday 29 Navember 2006, Accordingly, share transfers registered
after that time will be disregarded in determining entitlements to attend
and vote at the meeting.

Explanatory Notes }
TEM | - FINANCI;Q.L REPORT AND THE REPORTS OF THE
DIRECTORS AND AUDITOR

The Corporations Act-2001 (Cth) (Corporations Act) requires the
financial report and the reports of the Directors and Auditor be lid
before the Annual General Meeting, Shareholders will be given an
opportunity to raisei-quesn‘ons on all these reports at the meeting.

e —a e, w

JOHN COATES
AC LB

KATIE LAHEY
BALHONS) MBA

ITEM 2 — ELECTION OF DIRECTCRS

Profiles of the candidates offering themselves for re-election to
the office of Director are as follows:

(2) John Coares AC LLB
Resident of Sydney

Term of office Non-Executive Direclor since 6 October 1995
and appointad Deputy Chairman on 14 October 2003

Independent Yes

External Directorships Partner, Kemp Strang Lawyers; President,
Australizn Olympic Committee; Chairman, Australian Ofympic
Foundation; Director, Grosvenor Australia Asia Pacific General Partner
Limnited (H.X.); Member, Grant Samuel Advisory Board; International
Otympic Commitee; and, Sydney Olympic Park Authority.

Skills, experience and expertise Mr Coates has practised in commenrdial
and property law and served on various Commonwezith and State
statutory authorities. His public company board experience includes
shopping centre management, while his membership of the Grosvenor
Australia Asia Pacific board and its Australian subsidiaries {part

of the worldwide Grosvenor Group) provides him with relevant
experience and expertise in property invesiment and development
He plays an active role in advising and assisting senior executives in
the implementation of the Company's key public and commercial
relationships.

Board commbtee membership Member of the Audit Committee
(b) Katie Lahey BA{HONS) MBA

Resident of Sydney

Term of office Non-Executive Director sirce 6 October 1995
Independent Yes

External Directorships Chief Executive of the Business Council
of Austrakia and Member of Major Performing Arts Board

Skills, experience and experdse In her Chief Executive roles in the
pubfic and private sectors, Ms Lzhey has gained extensive expenence
in managing large complex organisations and achieving significant
change within these organisations. She has skills in general management.
marketing, media, human resources management, finance and an
extensive knowiedge of the workings of Governiment at all levels.

Her practical hands-on experience has been supplememed with

her acadernic achievemnents.

8oard committee membership Member of Remuneration and
Nominations Committee

N DAVID JOMNES NOTICE OF MEETING
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ITEM 3 - INCREASE 1N THE NON-EXECUTIVE DIRECTORS’
ANNUAL AGGREGATE FEE POOL

The fast review of the Non-Executive Director's aggregate fec pool was
pin to shareholders for approval in 2004 and an amount of $1.300,000
was subsequently adopted. This enabled the implementation of a
cansistent remuneration program for Non-Executive Directors and off-
set the discontinuance of the retirement allowance from | December
2004, Prior to 2004, the last shareholder approved increase to the fee
pool was in 1999,

The Directors have determined, based on external advice, that in the
interests of ensuring flexibility for the Board over the period ahead,
the annual aggregate fee pool amount be increased to $1,800,000.

The Directors befieve that the proposed lift in the aggregate fee pool
amount is appropriate and will provide coverage for the following:

- the angoing appointment of Non-Executive Directors to enable a
minimum 12 month service overlap and transition period between
outgoing Non-Executive Directors electing to retire and incoming
Non-Executive Director/s;

- the appointment of additional Non-Executive Directors to provide
new skills and experience to support the work currently being
undertaken on the Company’s FY2009-FY2012 strategic plan which
will be announced in due course;

- the ability 10 conduct formal market reviews of Non-Executive
Directors’ fees on an annual basis to ensure ongeing competitive
alignment with the external market; and

- the ability for the Board to attract and appoint experienced and
high calibre Non-Executive Directors.

ITEM 4 - ADOPTION OF THE REMUNERATION REPORT

The Corporations Act requires listed companies to put a resolution to
shareholders 1o adopt the comparry’s remuneration report The vote on
this resolution is advisory only and does not bind the Directors or the
Company. Nevertheless, the outcome of the vote will be considered by
the Remuneration and Nominations Committee when evaluating the
rerruneration arrangements of the Company.

The Remuneration Report is set out on pages 31-51 of the
2006 Annuat Report and is also available on the Company's website,
www.davidjones.com.au.

The Remuneration Report;

— describes the policies behind, and structure of, the remuneration
arrangements of the Company and the link between the
rermuneration of employees and the Company's perforrmance;

- sets out the remuneration arrangements in place for each Director
and for certain members of the senior management team: and

~ explains the differences between the bases for remunerating
Non-Executive Directors and executives of the Company, including
the Executive Directors,

DAVID JONES NOTNCE OF MEETING

A, reasonable opportunity for discussion of the Remuneration Report
will be provided at the meeting.

The Directors unanimously recommend that shareholders vote in
favour of this resclution, .

ITEMS 5{A) AND 5(B) - ALLOCATIONS OF QRDINARY SHARES
UNDER THE LONG TERM INCENTIVE PLAN (LTI PLAN) TO
MARK MCINNES AND STEPHEN GODDARD

The LTI Plan

The LTI Plan is intended to improve Company performance, ensure
the alignment of management with shareholder interests and retain
high calibre exetutives. The Company designed the LTI Pian and
the terms of the proposed offers in consuhtation with independent
remuneration specialists.

Under the LT1 Plan, senior managers of the Company who are

able 1o directly influence the long-term success of the Company

may be offered entitlements to ordinary shares in the Company.

The entitlernent is conditiona) upon the satisfaction of performance
measures measured over a period of three financial years. The actual
number of shares finally provided to participants depends on the
extent to which each of the performance measyres has been satishied.
Mo shares will be provided prior to the final date of the relevant
reasurement period.

A portion of the 1otal entitement of shares offered to a participant

is allocated to each measure, If only one performance measure is
satisfied, a participant will be entitled to the relevant number of

shares in respect of that measure. If the minimum performance level

is not achieved then the participant has no entitement to any shares
allocated in respect of that measure, If the minimum performance level
is exceeded then a participant’s entitiement to shares may be increased,
depending on how much the measure is exceeded or attained up to

a maxirmum fevel.

Participants will be notified of any shares they become entitled 1o and
any shares will be allocated within three months after completion of
the relevant measurement period. Participants are not required 1o pay
for the entitlernent or the shares.

LTI Plan 2007-2009
(Operates from | August 2007 to 31 july 2009)

it is proposed to offer Mark Mcinnes participation in the LT Plan
up to a total of 489,850 ordinary shares, as follows:

~ 244,925 ordinary shares at threshold’, 367,388 ordinary shares at
‘target’ and up to a maximum number of 489,850 ordinary shares
at ‘stretch’.

it is proposed 1o offer Stephen Goddard participation in the LTI Plan

up to a total of 233,601 ordinary shares, as follows:

- 116801 ordinary shares at ‘threshold’, 175,201 ordinary shares at
‘target’ and up to a maximum number of 233,601 ordinary shares
at'streich’,




.,

Any shares required tu be issued in full to Mark Mclnnes and
Stephen Geddard under the LTI Plan 2007-2009 will be issued
by | 'December 2005.

LTI Plan Review 2007-2009

In preparation for the LT Plan 2007-2009 grant, a review of the

LTI Plan was undertaken during FY2006 with a focus on assessing

the ongomg relevancé of the current performance measures in light
of the Company's strategic business direction and future expectations.

Review of Perfom-lari:ce Measures

Two independent performance measures have to date been applied

to each offer under the LTI Plan: capital management as measured by
Returns on Funds Employed (ROFE) and Total Shareholder Return
(TSR). The performance measure review involved extensive external
benchmarking of the LTt Plan measures used by other companics.

The outcome of the :'ewew of TSR and ROFE is summarised as follows.
TSR

TSR is the return 1o s:'harcholders provided by share price appreciation
over the measurement period plus dividends, expressed as a
percentage of the invéstment TSR reflects the increase in value
delivered to shareholders over the performance period. TSR is
measured against a peer group of companies over the relevant
performance period. :

The share prices usccli for the purpose of the TSR calculation are
determined as the average daily closing price over the threg month
periad immediately preceding the start and end of the performance
period. The TSR of all the companies in the peer group, and the
Comparny. are ranked:.at the end of the performance peried.

The TSR review confifmed that in the general marketplace,
shareholders suppoﬂfa measure that i linked to external factors

and that TSR is the prevailing external measure most used by
companies and is welj regarded by the market The Board recommends
the retention of TSR ﬁls a performance measure as it provides a fair
reflection of the Company’s performance and a truly comparative
external benchmark \'g::hen measured against a well selected peer group.

ROFE

ROFE is earnings before interest, tax and goodwill and after significant
iterns as a percentage of average funds employed. Funds employed
equals average debt plus average equity (adjusted for future income tax

benefits, tax provisions. dividend provisions and restructuring prowvisions).

The appropriateness of ROFE as an ongoing performance measure has
been reviewed in fight of the fact that at the time ROFE was originally
selected as an LTI Plan measure the Compary was underperforming
relative 10 its cost of capital. The strategic review in 2003 had a primary
focus of enhancing shareholder retums with resutting key initiatives
targeting profit (gross:margin and costs) and assets (stock and capital
expenditure). While the resultant increase in ROFE and shareholder
return has been signiﬁ(ant. the primary reason for intreducing ROFE

{

“

T

was to encourage balance sheet focus and this has now been instituted
in the Cormpany wvia initiatives such as the application of caps to capital
expenditure and aged stock.

Additionally, the review of ROFE highlighted that as a measure
it continues 1o have the following disadvantages:

- it is not commonly used by other companies; and

- under AIFRS, the balance sheet in relation 1o ROFE changes
significantly.

In consideration of the above, the Board recommends that the ROFE
measure be discontinued and replaced with the internal performance
measure of Eamings Per Share (EPS).

EPS

EPS represents how much profit has been earned in the past year for
shares that have been issued by the Company and is expressed as Profil
after Tax (PAT) divided by total shares issued. The primary reasons for
its adoption as a performance measure are as follows:

- EPS is seen as strongly linked to shareholder wealth, as a consistent
payout ratio will lead to dividend growth;

— EPS as a performance measure is as commonly used as TSR: and

—T5R and EPS were the most widely used combination of performance
measures based on external benchmarking data.

In line with prevaifing market practice, EPS will be measured as a
Compound Annual Growth Rate (CAGR) from the grant date to the
end of the vesting penod. Accordingly, the EPS result for the final year
of the performance period will be compared with the EPS result of
the base year, which in the case of the 2007-2009 LTI Plan grant wil
be financial year 2006.

There are two significant factors relating to EPS that will impact the
EPS result over the period of the 2007-2009 LTI Plan grant The first
factor is the Resel Preference Shares (RPS) that were introduced in
2002 1o raise capital to support the Company's balance sheet as it
pursued a strategy of growth projects and high capital expenditure.
The RPS fully convert in late July 2007 and will have an impact on
the Company's EPS in FY2008.

The second factor is the retention plan that was implemented in
FY2006 1o protect the Company in a time of industry restructure due
10 a major compelier changing ownership. The performance nghts
from the retention plan are due to be allocated in July 2008 and this
will also have an impact on EPS in FY2009.

The Board believes the EPS measure should be normalised for these
factors for the 2007-2009 LTI Plan grant to account for items that are
outside the Company's performance and operational objectives.

DAVID JONES NOTICE OF MEETING
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Calculation of TSR and EPS

The Cormpary’s TSR must be at or above the 50th percentile ranking of the peer group for panticipants to be entitled to any portion of the
offered shares subject to TSR (TSR Shares). A TSR ranking at the 50th percentile will entitle participants to 50% of the TSR Shares increasing at a
rate of an additional 2% for every additional percentile ranking up to the 75th percentile where 100% of the T5R Shares will vest. The Company's
EPS must be at or above 5% CAGR for participants 1o be entitled to any portion of the offered shares subject to EPS, An EPS CAGR of 5% will
entitle participants to 50% of the EPS shares increasing at a rate of an additional 10% for every additional percentage CAGR achieved up to
100% of the EPS shares vesting at CAGR of 10%.

The foliowing table illustrates on a comparative basis how entitlements have been calculated for current LTI Plan offers that have used the
performance measures of TSR and ROFE and how entitlements will be calculated for the 2007-2009 LTI Plan offer using TSR and the: new
performance measure of EPS,

PERFORMANCE LEVIL
Below

Weighting Threshold Threshold Target Stretch
TSR
2005-2007 and 2006-2008 offers S0% <S0th %ile S0th %ie 62nd %ile 75th %ile
ROFE
2005-2007 and 2006-2008 offers S0% <17% 17% 19% 1%
Reward % 100% 0% 50% 100% 150%
TSR
20072009 offer 50%, <50th %ile S0th %ile 62nd %ile 75thkile
EPS
2007-200% offer 0% <5% 5% 7.5% 10%
Reward % 100% 0% S50%, 75% 100%

ANl LT) Plan offers are made subject to the Gorporations Act, ASX Listing Rules and the terms of the LTI Plan Rules. Pursuant to the LTI Plan Rules
the Board may:

— waive or reduce a relevant requirement governing a participant’s entitlement to shares;
- subject to the requirements of the ASX Listing Rules, add to or vary ary of the LTI Ptan Rules, or waive or vary their application to a participant: and

~ amend, waive or replace the performance measures in the event of significant events {eg an acquisition) that were not foreseen in the Company’s
bus'nasplanformeperiod.Meammorthcpcrformancemeamnuyabomlegis!ameorregdatorydungesdmmoutsideof
management’s control Abrormal items that are within management's control or are a result of managemment dedisions will be included in the
caloudation.

DAVID JONES NOTICE OF MEETING




Peer Group
The TSR peer group provides an external benchmark that enables a comparison of the Company's TSR performance to that of similar organisations.

The peer group was ;;ompiled based on advice from PricewaterhouseCoopers (PwC) in 2005 and is comprised of peer companies, both non-
retail and retail. that, like the Company, are significantly impacted by consumer spending and sentiment and/or economic cycles. The rationate is
summarised as follows:

CATEGORY : DIMENSION DESCRIPTION RATIONALE

tndustry , Cyclica) andfor consumer based S&PIASX 300 retailers The company is a retail business.
"
S&P/ASX 300 non-retailers that  The company’s operations are
; demonstrate a Cychical pattern influenced by both an established
k retail ¢ycle and changes in
. . consumer sentiment

The Board may determine at its discretion thal a company be deleted from the peer group if the company no longer meets the peer group
criteria, the LTI Plan objectives, or has ceased to be listed. Prior 1o the annual allocation of a gramt under the LTI Plan, the TSR peer group is
reviewed 10 ensure peer companies are continuing to meet selection criteria liquidity, size thresholds and listing requirements,

To ensure impanjalitf, and rigour, the review process is undertaken by an independent advisor In preparation for the 20072009 LT) Plan grant.
PwC has reviewed 1he peer group used for the 2006-2008 offers which is set out in the Notice of Annual General Meeting 2005.

Based on this review:PwC's recommendation was to remove Colorado Group Limited (Colorado) from the 2007-2009 peer group. This is
because Colorado has accepted a takeover offer from a private equity group and may delist within the vesting period. The board has endorsed
this recammendation;

The peer group 10 bllg adopted for the 2007-2009 offer is summarised in the table below.

SP/ASX 300 retailers SE&P/ASX 300 non-retailers which are affected by tonsumer spending and sentiment and/or have a similar
: ¢yclical element to their operations
Woohworths Limited |B Hi-Fi Limited APN News and Media Limited  Pacific Brands Limited
Coles Myer Limited" Just Group Limited Austereo Group Limited Publishing & Broadcasting Limited
Harvey Morman Héldings Limited Rebet Sport Limited Funtastic Limited PMP Limited
Metcash Limited | Repco Corparation Limited Fiight Centre Limited Salmat Limited
Brazin Limited Super Cheap Auto Limited GUD Holdings Limited Seven Network Limited
: Miller's Resail Limited Globe International Limited Southern Cross Broadeasting
: *© Housewares Limited Australia imited

John Fairfax Holdings Limited STW Communications Group Limited
Kresta Limited Ten Network Holdings Lirmited

Western Austrabia Newspapers
Holdings Limited

Mark Mclnnes and Stephen Goddand are the only Executive Directors and accondingly are the only Directars who are eligible 1o participate in
the LT¥ Plan, Details (?f any securities issued under the LT1 Plan to an Executive Director will be published in the Annual Report of the Company.
In accordance with the ASX Listing Rules, approval from shareholders will be obtained before participation in the LT) Plan commences for any
Executive Director.

'y DAVID JONES NOTICE OF MEETING
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General Provisions

Once the performance measures have been met and provided

the participant is still employed by the Company at the end of the
measurement period, shares will be registered in the name of each
participant subject to a seven year holding lock Shares can only

be released if the participant’s employment ceases or, where the
participant is still an employee, after this seven year period expires
or upon application made to the Board or its delegate. Entitlernents
10 shares may be forfeited if a participant ceases employment prior
10 the performance measures being satisfied, is dismissed with cause
or has committed any act of fraud or gross misconduct.

Shares provided may be by purchase of existing shares or by a new
#ssue of shares. Participation in the LT) Plan does not affect participation
in any other incentive or other scheme operated by the Company.

The maximum number of shares issued urder all employee incentive
plans in a rolling five year period and the number of unexercised
options on issue must not be more than 6% of the Company's issued
share capital.

Previous Grants

At the Company's 2005 Annual General Meeting, shareholders
approved the grant to Mark Mcinnes of

— a maximum of 674,070 ordinary shares (at stretch level) in the
capital of the Company, pursuant to the Executive Service
Agreement entered into between the Company and Mark Mcinnes
dated 2 August 2005 and the David Jones Limited LT| Fan,
provided certain performance measures for the period | August
2006 1o 31 July 2008 are met; and

~ rights up to a maximum number of 1,000,000 ordinary shares in
the capital of the Company (pursuant 1o the Company’s LT3 Plan)
subject to performance and employment conditions.

On 27 Septernber 2006, following achievement of TSR and ROFE
perfarmance measures (at stretch level), and in accordance with
shareholder approvals, the issue of 770548 ordinary shares, which
covered the period | August 2003 to 31 july 2006, were made to
Mark Mclnnes.

No consideration was payable for the grant or issue of these shares
and nghts.

DAVID KONES NOTICE OF MEETING
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At the Company's 2005 Annual General Meeting, shareholders
approved the grant to Stephen Goddard of;

— a maxirmum of 263,430 ordinary shares (at stretch level) in the
capital of the Company pursuant to the Company's LTI Plan,
provided certain performance measures for the period | August
2006 to 3t July 2008 are met; and

- rights of up to a maximum number of 600,000 ordinary shares in
the capita! of the Company (pursuant to the Company's LTI Plan)
subject to performance and employment conditions.

On 27 September 2006, lollowing achievement of TSR and ROFE
performance measures (al stretch level). and in accordance with
shareholder approvals, the issue of 349,315 ordinary shares, which
covered the period | August 2003 to 3} July 2006, were made to
Stephen Goddard.

No consideration was payable for the grant or issue of these shares
and rights.

The Directors (other than Mark Mclnnes and Stephen Goddard)
recommend that shareholders vote in favour of resolutions 5{a}
and 5(b}.




The reinstaternent of the DRP is expected to provide a cash injection
of between $15 million and $20 million p a over the next three years.
This is in line with the expected cost of funding the.three new stores.

The Board suspended our Company's DRP in June 2003 as part of

the 2003 Strategic Review, with the intention that excess cash would
be returmed to shareholders. The Board and | remain committed 1o and
reiterate our intention that excess cash generated by the business will
be retumed to shareholders over time in the most efficient manner.

The three new stores are all high value stores and are the result of a
unique opportunity Tl.'hat arose following the recent restructure within
the Australian department store sector, All three stores will support
‘arnings growth post FY08,

Ouridecision to reinstate the DRP for three years to fund the new
stores is based on the analysis that contribution from these stores
will be EPS accretive and will more than offset the dilutive impact
of reinstating the DR'_EAs such, | am pleased to report that on

a net basis, shazeholder value will be enhanced.

CORPORATE GOVERNANCE

Corporate governance has been a key area of focus for me since my
appointment as Chairman in July 2003. | appreciate the crucial role .
that public company ;boards must play if high corporate governance
standards are 10 be L'Jpheld

Pages 13 10 25 of 1h|s Report set out details of our Cormpany's
corporate governance policies and practices and should assist
sharehalders in appreciating the importance the Board and | place
on corporate gover'r{ance issues.

CONCLUSION

©n behall of the Boi;rd } would like 10 take the opportunity 10
congratulate our CEO Mark Mclnnes and the management team

for delnerng an sutftanding financial performance every year since
implementation of tHe 2003 Strategic Review, Our Company's financial
health has been restored, our Strategic Review targets have successfully
been met and we have demonstrated our Company's ability to deliver
profit and dividend growth 1o shareholders year-on-year, regardless

of the peaks and troughs of the economic cycle.

A

\We are confident ihat the programs implemented ‘over the past

2 mogths will conunue to deliver profit and dividend growth for
shareholders in FYO? and FY08.We believe our Company has many
long-term opportunmes available to it and a very bright future enabling
it to cantinue to dellvcr growth in shareholder value and dividends.

We are currently revncmng our opportunities and strategy for the
FYO to FY12 period and lock forwand to anneuncing this to
shareholders and the: market in mid 2007,

I thank shareholders for their support since the announcerment of the
2003 Strategic Review. | am pleased and proud to be able to present
this year’s Annual Report and on behalf of the Board 1o declare an
“all-time high” dividend of 16¢ps in FY06.

I ook forward to our Company continuing its stellar track recong of
performance and its commitment to creating and delivering value to
our sharcholders.

Robert Savage
CHAIRMAN

s

franked dividends to
ordinary shareholders
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Chief Executive
Officer’s Report

UTIVE OFFICER

MARK MlMINES, CHIEF EXE

Dear Shareholders,

| would like to commence my Report by thanking you for your
support throughout the year and for entrusting me with stewardship of
Awstralia’s icomc and much loved David Jones brand — a brand which is
an integral part of Australia’s retail heritage.

OVERVIEW & HIGHLIGHTS

The 2006 financial year (FY06) has been an important year for our
Company.

T:h:'s is the second consecutive year since implementation of the 2003
Strategic Review that our Company has delivered a record profit and
dividend, in an environment of fluctuating consumer confidence.

Our business model now has an established track record of delivering
year-on-year growth in shareholder returns, regardless of the peaks and
troughs of the retail economic cycle.

As a result of developing and implementing a solid business model and
eflectively executing our core strategy over the past three years, | am
pleased to repart that we have successiully restored our Company's
financial heatth,

The restoration of our Company's financial health was of critical
importance to our business in FY06, because it ensured we were in
a strong position to

- take advantage of the opportunity to reacquire the Company's
flagship Sydney and Melbourne CBD stores: and

~ capitalise on the recent industry restructure through the expansion
of our property and brand portfolios.

Qur ability to effectively reacquire our flagship stores and to benefit
from the industry restructure vindicates the hard work that has

DAVID JONES ANMNLUAL REPORT 2006
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As a resull of developing and
implementing a solid business
model and effectively executing
our core strategy over the past
three years, I am pleased to
report that we have successfully
restored our Company’s financial

health.

been undertaken to restore our Compary's financial health. We are
now in a position of strength 1o identify and capitalize on further
strategic opportunities that arise and to begin the process of laying
the foundation for ocur Company’s longer term success and ongoing
growth in shareholder value.

FY06 FINANCIAL PERFORMANCE

As announced on 27 September 2006, our Company reported a |
recors Profit after Tax (PAT) for the financial year ended on 2% july
2006 of $81.1 million.This represents an increase of 19.3% on PAT

in FY05 or 30.6% on an underiying basis once comparable accounting
standards are applied. The key drivers of this result were sales, cost and
inventory management and strong gross profit margins.

Sales revenue for the year grew by [.2% (from $1800.8 miliion in FYQ5
to $1821.6 million in FY06). This was primarily driven by strong sales

in the second hall of the financial year 2006 (2H06) when the business
experienced sales growth of 44%,

The Company’s EBIT in FY06 was $119.6 million, up 25.7% on FY0S
{$95.2 million). The ‘EBIT to sales ratio’ for FYO6 was 6.6%, which
represents an increase of 130 basis points {bp) on FY05 (5.3%),

The core David Jones Department Store business was an outstanding
contributor to the Company's FY06 profit result, reporting a 41.5%
increase In EBIT to $85.5 million from $60.4 miltion in FY05. Core
Department Store EBIT to sales ratio increased 130bp, from 3.4% in
FY05 10 4.7% in FY06.

Dawid Jones' Credit Card business continued its solid performance
reporting growth of 6, 4% in EBIT to $34.! milkon in FYO#, from $32.1
million in FY05, :




PN

The Total Cost of Doing Business {CODB) percentage for FY06
was 34.19%, an Improvement of $0bp on the CODB percentage
{(35.0%) in FYQ5.

Gross proflt margin for FY06 {under AIFRS) was 38.8% compared
to 38.4% in FY05. This is an improverment of 40bp over the past

12 months and is an especially pleasing result given the challenging
economic conditions and the stuggish consumer spending in the first
hatf of the: 2006 financial year (1 HO8). :

Capital expenditure was once again well managed this year with total
spend of $32 million being well below the 2003 Strategic Review stated
target cap of $50 million p a This reflects a continued focus on return
on investment under the capital expenditure program,

The Company continued its track record of tight stock management,
with aged stock invemory levels again being maintained below 5% of
total inventory. This result reinforces the tight inventory management
measures implemented within the business.

STRATEGIC OPPORTUNITIES RESULTING
FROM THE INDUSTRY RESTRUCTURE

As a result of the strong financia! performance we have delivered each
year since the 2003 Strategic Review, in particular our FYD6 result, we
have been well positioned to identify and capitalize on opportunities
that have arisen throughout the year 25 a result of restructuring within
the Australizn department store sector

On 20 July Y006, we announced the first tranche of these strategic
opportunities, which included:

- store portfolio: entering into agreements with Westfeld
Management Limited to open new David jones stores in their
Burwood, Chermside and Doncaster shopping centres: and

— brand portfolio: adding a number of brands (such as Tigerlily, Simone
Péréle, Sara, Luwxaflex and Mambo) 10 our Company's department
store exclusive brand portfolio. -

Since that date, our Campany has continued to take advantage of

the ongoing restructuring in the sector 1o sign long term department
store exclusivity agreements with Saba. FCUK Witchery (including the
expansion of Witchery footwear and accessories) and Sportscraft
(for footwear and accessories).

Our Company has also entered inte an agreement with Country Road
that will see this brand re-enter our entire store network in February/
Mareh 2007. Country Road has had a long association with David Jones
and we are delighted to welcome this brand back into our portfolio.

30.6% increase in
underlying profit
after tax
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We expect further brand portfolio opportunities to present themselves
as the sector continues to restructure and we are prepared and well
positioned to capitalize on these.

In terms of our store portiolio, we continue 1o rernain interested in

a sclect number of other strategic store locations which we believe
will provide growth opportunities over the FYD9 to FY |2 period.
We are encouraged by the commercial approach landlonds are taking
in negotiations relating to these sites and will update the market
when further progress is achieved,

UNWINDING OF SALE & LEASEBACK TRANSACTION

Added to the industry restructuring opportunities that arose in FY06,
we recognised al the start of the year that a very unique opportunity
had arisen 1o effectively reacquire the flagship David Jones Sydney and
Melbourne store properties. On 13 December 2005, our Company
announced that it had entered into a heads of agreement with
Deutsche Bank AG to effectively reacquire these flagship properties.
Since 2000. these properties had been the subject of a sale and
leaseback transaction (S&L Transaction). On 29 September 2006, the
sale and leaseback structure was formally unwound resufting in our
Comparty now owning these strategically important sites.

Ownership of these properties provides our Company with both
long-term strategic and financial berefits. from a strategic perspective
David Jones now controts key flagship property assets within its store
portfolio. This is of particular significance given that the new ownership
of Myer means it is inevitable that Melbourne’s central retailing core
will be redeveloped. Ownership of our three Bourke Street flagship
properties will ensure our Company is the master of its own destiny
and can leverage the besi outcome for shareholders.

From a financial perspective the unwinding of the S&L Transaction will:

- add tangible assets of $414 millicn to the Company's
balance sheet;

— replace rental payments that escalate at 2.5% p a until 2079 with
Interest payments on a reducing level of debt over time;
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- be EPS accretive;
— add $3 million p a to the Company's PAT from FY0O7 onwards; and
— add a further $4 millicn p a to cashilow,

In commercial terms, the unwinding of the S&L Transaction was possible
because our Company's linancial health has over the past three years
been restored. As a result of this transaction, our Company now not
only owns and controls its core strategic assets but shareholders have
also benefited finarcially in terms of enhanced returns both in the short
and longer term. )

EMPLOYEES

As | have mentioned throughout this Report, FY08 has been an
important year for aur Comparny. it has given rise to new challenges
and new opportunities and | feel it is a credit to each of our employees
not only that they were instrumental in enabling our Company to
deliver an outstanding financial result {in an environment where many
other listed retailers have experienced difficulties) but that they also
demenstrated they have the ability to successfully take our Company
10 the next stage of its strategic path.

i would fike 10 take this opporiunity to express thanks te each of
aur employees for their hard work, commitment and outstanding
contribution in achieving our FY06 resufts and ask them to continue
their good work in FYO7.

SUPPLIERS

t would also like to take the opportunity 1o thank our suppliers (both
existing and new additions to our portfolio). Our suppliers are an
integral part of our Company's successful "Home of Brands” strategy.
Our brand strategy s instrumental in differentiating David Jones from
its competitors. As such, the management team and | are committed to
nurturing and strengthening our relationship with each of our suppliers.

We lock forward to continuing to work closely with our suppliers in
the year ahead, in a spirit of co-operation and o achieving mutually
beneficial outcomes for our respective businesses.
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As can be seen from the graph (right}, Access Economics is forecasting
a mild strengthening in retail spending and a solid outlook for FYO7.
The market conditions we have experienced at the start of FY07 are

in line with this forecast in FYOB Access Econamics is forecasting a peak
in the cycle with a rer‘:lum to strong retail spending.

This expected streng;thening in consurmer sentiment in FYO7 will
cointide with our Retail Development program including the:
~ launch of our fully refurbished Bourke Street Ground Floor
Cosmetics and Accessaries hall;

[

= launch of our refurbished Market Street Ground and First Floor
Menswear Fashion (expecied 1o be completed in April 2007
and November 2006 respectively);

- opening of our new Burwood store in April 2007; and

- completion of 450 new brand installations throughout the year.
The expected FYQB i::eak in retail spending will coincide with the:

- launch of our new Queens Plaza store;

~ opening of our ne;rv Chermside store; and

— first full year benell"n from our Burwood store.

We are confident as;a management team of being able to continue
to deliver 5% — 10%'p a PAT growth in FYQ7 (plus the additional $3
million that will be added to PAT as a result of the urwinding of the

S&L Transaction) and attractive dividends for shareholders in both FYO7
and FY08. ‘

Looking beyand FYOB to the longer term, we believe there are a
number of attractive growth opportunities that will enable us to
continue our track record of delivering ongoing shareholder value
and returns. {

These longer term growth opportunities include:

- focusing on our cé)re business and continuing to expand our brand
portfolio, continuing to reduce our CODB and continuing our
refurbishment program;

~ expansion of our stare portfolic; and
— development of our Financial Services business.

Looking forward, | Afmly believe our Company has a very exciting and
lucrative future, Over the past three years we have successfully restored
our Company's financial health, This means we now have a solid
foundation for futuré PAT and dividend grawth, through both our core

are well equipped to enter the next phase of our Company's growth

path. ;

I look forward to reporting back to you over the next |2 months on
the continuing progress we are making and the results we are achieving.

—

Mark Mclnnes a
CHIEF EXECUTIVE OFRCER

business and our management team's proven track record. As such, we |

Agcess Economics Mational Real Retail Turnover by Quarter F2006-F2008
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Performance
Analysis

FY2006 FY2005
$m % of sales $m % of sales
Department Stares
Sales 1.821.6 1.800.8
Gross profit 7059 38.8% 690.6 38.4%
CODB' 620.4 34.1% 630.2 35.0%
EBIT 855 4.7% 604 34%
' CODB includes corporate head office
FY2006 FY2005
Basic EPS {cents per share) 18.7 15.0
Dividends on ordinary shares (cents per share} 16.0 130
- - -~
§:te8 53§38
- = T v ~
|J_|_|J |
02 03 1 05 06 02 03 04 05 06 02 03 04 05 06
FIVE YEAR SALES SALES PER SQUARE METRE FINANCIAL SERVICES EBIT
TOTAL SALES ($ millions) (3 thousands) (% millions)
r~ QD -
NER R
]
2o 2
3R 82
34 B AGasP
< B arRs

02 03 04 05 06

02 03 04 05 05 06

NPAT
($ millions)

DIVIDEND HISTORY
(tents per share)

02 03 04 05 05 06

. COST OF DOING BUSINESS
{percentage of sales)
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|Five Y
Financial Statisti
David Jones Limited ajﬁd its controlled entities
i
; 2006 2005 2005 2004 003 2002
i : 3000 $000 $000 C 3000 $000 $000
; AIFRS AIFRS AGAAP AGAAP AGAAP AGAAP
SALES AND PROFIT :
Total sales | 1,821,560 1800796 1799123 1,769.505 L700,169 1,668,182
Gross profit i 705,900 690,649 652825 - 657162 622,997 5B7.656
—%ofsales - ) ' 38.8% 38.4% . 368% 7% 36.4% 352%
Retail Contribution — Department Stores 5,503 60423 73.897 64968 17529 53.123
Property segment result - 2.659 2,659 2630 2,497 2546
Credit segment result ﬂ ' 34,147 32092 32,236 27,658 22,069 14936
Foodchain segment resuiit - = - - {45.926) (37.622)
| Store closurelrestructurlng ‘ - - = B - {45,234} (14.020)
. EBIT _ i 119,650 95,174 108,792 95275 (19.065) 18963
©|Operating profit after i ificome fax 81,120 67973 77.862 65329 (25.466) 6,580
}' {BALANCE SHEET | '
| Invertory 273,728 272734 289.198 306,190 289.540 287,209
. Other cumrent assets 609,547 558966 205034 179,890 72586 81527
F Property, plant and equipment 227,641 225090 233084 . 229577 246547 272416
Cther non-current assets ) 24,763 23767 52019 55,100 51076 43,636
| Teral Assers f 1.135.679 1,080,557 779.335 770756 659,749 685,188
", |Payables ﬁ _ : 216712 . 220773 243011 285,690 182,735 166,786
* o] Provisions i 51,947 50.408 60,465 65.429 56.879 62795
o Interest bearing |labl|IUES 390,575 366,030 - 1697 122 139
. |Other tiabiities | ' 98,092 68,795 - . - - -
i | Total Liabllitiés f 778,326 706,006 303,476 322816 239,736 229,920
Sf o |NetAssers 4 _ 357.353 374551 475859 - 447940 420013 455268
b |{RATIOS y .
| EBIT to sales (%) ‘ C 6.6% 53% 60% 7 54% 1% L%
|
) i Basnc earnings per shani (cents) 187 150 170 146 (7.5) 1.5
. , Dw'dend per share {cents} 160 130 13.0 1o 60 70
Debt to equity (%) ~~0 109% 97.7% 00% 0:4% 0.0% 0.1%
Relum on average shareholder equity (%} 23.7% 18.6% 16.7% : 15.0% {5.5%) |.6%
= 53 week y year ii
ro|- }'
: !
-t |-
. "
N z -
"y ;
-\ ,
. ;\ ;
!
DAYID JONES ANNUAL REPORT 2006
1
;




Board of Directors

ROBERT SAVAGE JOHN COATES MARK McINNES STEPHEN GODDARD
ACUB M3A (MBS) BSc (HONS) MC

Resident of Sydney Resident of Sydney Resident of Sytney Resident of Sydney /
Term of office Non-Executive Term of office Non-Executive Term of office Executive Director Term of office Executive
Director since 25 October |99% Director since 6 Octaber 1995 and Chief Executive Officer since Director and Finance Oirectlor
and appointed Chairman and appointed Deputy Chairman 3 February 2003, since 3 February 2003,
on 17 Juty 2003. on 14 October 2003. Independent No Independent No
independent Yes Independent Yes External Directorships External Direccorships INil ‘V" }
Exten'?a_l Dnrector?hlps CI.\aJr.'man External Dlrvectorshl;?s %@& Dmor of Austmllan MNationa! Skills, rence and ruse\-_ 2.
and Directer of Mincom Limited Kemp Strang Lawyers: President. Ratalers Association and Eastern Mr Goddard has more than
and Perpetual Trustees Australia Australian Olympic Committee; Suburts Leagues Club, ) 2 experience in the .
Umited and Director of Smorgon  Chairman, Australian Olympic . . : years' expers =

L L R Skills. experience and expertise Australian retall sector across a -
Steel Limited. Foundatiory Director, Grosvenor . . v

) lia Asia Pacific General Mark Mcinnes has more than broad range of areas including

Skills, experience and expertise naﬂa ed C;_i(K Mermber. 20 years' expenence in the Firance, Operations. Strategic  }
Mr Savage has been a non- Partner Limited (H.K); Member Australian retail sector: He has Planning Merchandice, Stores, |

executive director for seven years
across a wide range of industries
and has held several roles including
on Audit and Remuneration and
Nomination Committees. Prior to
his appointment at Dawd Jones,
Mr Savage had extensive business
experience gained during a 35 year
career with [BM in marketing,
finance, software development
and management rofes.

Ohring this period, he worked

in Australia, throughout Asia and
in the United States.

Roles at IBM included the
following Managing Director

and Chairman of IBM Australia;
General Manager - Government
for al of IBM's business activity
with governments throughout
Asia Pacific and South Asia; and
Chairman and CEO of 1BM Hong
Kong, China and Taiwan.

Board committee membership
Member of the Remuneration
and Nominations Committee.
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Grant Samuel Advisory Board;
International Olympic Committee;
and Sydney Olympic Park Authority.

$Skills, experience and expertise

"Mr Coates has practised in

commeraal and property law and
served on various Commonwealth
and State statutory authorities.

His public comparry board
experience includes shopping centre
management while his membership
of the Grosvenor Australia Asia
Pacific board and its Australian
subsidiaries (part of the worldwide
Grosvenor Group) provides him
with relevant experience and
expertise in property investment

held senior management roles
across the retail secter including

Marketing. Merchandising,
Stores, Supply Chain, Logistics,
Strategic Planning, Operations
and Advertising. He has spent
more than |7 years in senior
management and strategic roles
in major Australian department
stores, including 12 years at
Coles Myer Limited and nine years
at David Jones.

Board committee membership
Executive Directors are not
members of Board Committees
but attend Committee meetings

and development. He plays an active a5 required.

role in advising and assisting semior
executives in the implementation
of the Company’s key public and
commercial relationships.

Board committee membership
Member of the Audit Committee.

Logistics and Supply Chain. Of ’
these 21 years, |9 have been
spent in senior management and
strategic roles in ma;orAusr.raSuan
department stores mtludxng

ning years at David jones and :

—

i

recent times. ey _;
Board committee membersnip .
Executive Directors are nat !

members of Board Comnmna }

but attend Committee meetmgs
as required. yd

. 10 years at Coles Myer Li L
Mr Goddard brmgstotheBoard . >
extensive and broad ranging reta.d f’ !
experience. Mr Goddard ;omed I \‘
David Jones in 1997 as Operanons
Director: He was appointed” = i
Chief Fiancial Officer in july
2001 and has played an integral .+ &
role in rebuilding the financial || .
performance of the Compar~in - ./




REGINALD CLAIRS

PAULA OWYER

JOHN HARVEY KATIE LAHEY

o] i BCOMM. FCA FAKID ASIA L1B BRI GRAD DI ACC. FCA BA {HONS) MaA
» .

Resident of Brisbane Resident of Melbourne Resident of Melbourne Resident of Sydney
Term of office Non-Exécutive Term of office Non-Executive Term of office Non-Executive Term of office Non-Executive
Director since 22 February 1999, Director since 25 Novemnber 2003, Director since 8 October 2001 Director since 6 October 1995,
Independent Yes Independent Yes Independent Yes Independent Yes
Externa Directorships,Chairman  External Directorships Director External Diirectorships Director External Directorships Chief
and Director of Celinet’ Group of Promina Group Limited, of Templetan Global'Growth Fund  Executive of the Business Council
Limied and Director of Tabcorp Holdings Limited and and Australian Infrastructure Fund  of Australia and Member of Major
Commonweaith Bank 5[ Australia.  Babcock & Brown Japan Property Limited. Non-executive member  Performing Arts Board.
Skills, experience and expert.lse Management Limited. of the Board of Freehilk. Skills, experience and expertise
Prior to joining the Board of Skills, experience and expertise Skills, experience and expertise In her Chief Executive roles in
David Jones, Mr Clairs had acareer  Paula Dwyer is a chartered Mr Harvey has had a 26 year the public and private sectors,
of 33 years wnhWooMor‘ths accountant by profession and professional career with Price Ms Lahey has gained extensive

Limited, culminating as the Chief
Executive Officer for fwe years

to December {998 Dunng his
career he gained valuable retail
experience at state, r\atlonal and
internatianal [eve|5.T|‘\e successful
‘Fresh Food People’ d"leme was
devetoped during his aépormmem
as National Marketing Manager
Mr Clairs has akso held; several
positions on industry bodies,
including Chair of the Ausl.ral:an
Supermarket institute arbd a Board
member of CLES, an intemational
retail organisation. :

Board committee mer'r?bership
Chairman of Remuneration and
Nominations Committee.

. during her 20 year executive

career held senior positions in
investment management and
investment banking. Ms Dwyer has
served on a number of boards

in the private and public sectors.
She brings to the Board of David
Jones financial expertise and broad
business experience.

She 5 also a Member of ASIC
Business Consultative Panel
(Melboume Chapter) and is the
Vice President of the Baker Heart
Research institute,

Board committee membership
Member of Audit Committee.

Waterhouse during which he
provided professional advisory
services to marny rmultinational

and Austrakian national companies,
including retailers. He was a
registered compary auditor

for 20 years (which did not
include David |ones). Mr Harvey
was Chief Executive Officer of
PricewaterhouseCoopers in
Australia and served on the Global
Board of PricewaterhouseCoopers.

He has also served on the Boards
of Opera Australia, Docklands
Authority and Board of Taxation.
His experiencé provides the
financial expertise necessary to
chair the Audit Committee. ~
Board committee membership
Chairman of Audit Committee.

experience in managing large
complex organisations and
achieving significant change
within these organisations. She

- has skills in general management,

marketing, media, human
resgurces management, finance
and an extensive knowledge of
the workings of Government
a1 all levels, Her practical
hands-on experience has

been supplemented with her
academic achievernents.

Board Committee membership
Member of Remunerations and
Nominations Commitiee.
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Management
Committee

MARK MciNNES
Chief Executive Officer ] Finance Director

PATRICK ROBINSON PAUL ZAHRA KAREN Mcl ACHLAN

Group General Manager Group General Manager Group General Manager
Home and Food Stores and Cperations Information Technology

DAMIAN EALES
Group General Manager
Financial Services and Marketing

ANTONY KARP
Group General Manager
Retail Development

The Managermens Commities is currently comprised of nine members all of whom are pictured on this page.
The role of the Management Comimittee is to implement group policy, manage the corporate processes and
review sirategy and resources. ’
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Corporate
Governance -
Statement

I. INTRODUCTION AND DATE OF STATEMENT

This Statement sets out the key corporate governance principles
adopted by the Directors in governing David Jones and reflects the
corporate govermance policies and procedures adopted and followed
in the financial year ended 29 July 2006 and adopted as at 9 Ccalober
2006.

2. DAVID JONES' APPROACH TO CORPORATE GOVERNANCE

2.1 Framework and approach to corporate governance
and responsibility

The Board has the responsibility for ensuring David Jones is property
managed so as to protect and enhance shareholders’ interests in a
manner that is consistent with the Compary's responsibifity to meet
its obligations to all stakehelders.

For this reason, the Board is committed to maintaining the highest
standards of corporate governance across the David Jones Group.

The Board believes that corporate governance is about having a set of
values and behaviours that underpin the Company’s everyday activities
— values and behaviours that ensure transparency, fair gealing and
protection of the interests of stakeholders. Consistent with this belief,
the Board's approach is to consider corporate governance within the

broader framework of corporate responsibility and regulatory oversight.

The Board has adopted practices as appropniate to ensure

David Jones remains at the forefront in protecting stakeholder
interests which are consistent with the "Prnciples of Good Corporate
Governance and Best Practice Recommendations” (ASX Best Praciice
Recommendations) published in March 2003 by the ASX Corporate
Governance Council and the Commonwealth Government’s CLERP §
amendments 1o the Corporations Act.

The Board's approach has been guided by the principles and practices
that are in stakeholders’ best interests whilst ensuring full compliance
with legal requirements.

2.2 Compliance with the ASX Best Practice Recommendations

The ASX Listing Rules require listed companies to include in their
annual report a statement disclosing the extent to which they have
followed the 28 ASX Best Practice Recommendations in the reporting
period. Listed companies must identify the recommendations that have
nol been followed and provide reasons for the company's decision.
Copies of David Jones’ corporate governance practices have

been posted on its website as required by the ASX Best Practice
Recommendations.

As detailed in this Statement, David jones considers its governance
practices comply with 27 of the ASX Best Practice recommendations.
A checklist summanising this view is shown on pages 24 to 25 of this
Statement

There is one recommendation where David Jones’ past practices only
partially comply.

ASX Best Practice Recommendation 9.4 recommends companies
seek shareholder approval of equity-based rewand schemes for
executives. David Jones has five equity-based reward plans all of
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which were introduced prior 1o the release of the ASX Best Practice
Recommendations. Shareholder approval has been obtained for

four plans and accordingly the requirements of ASX Best Practice
Recommendation 9.4 in respect of these plans have been met in full,

The four plans which fully comply with ASX Best Practice
Recommendation 9.4 are:

~ the Employee Share Plan which was established in 1995 and
approved by former shareholders prior 1o the listing of David Jones
on the ASX in November |995: and

— the EESP DESP and Executive Optian Plan which were approved by
shareholders at the 1998 annual general meeting,

In the case of the LTI Plan which was introduced in 2001, the
requirements of ASX Best Practice Recommendation 9.4 have oniy
partially been complied with, However. aithough the LTI Plan has not
been explicitly approved by shareholders, at the 2001, 2003, 2004 and
2005 annual general meetings, shareholder approval was obtained to
offer shares under the LTI Plan to David Jones’ Executive Directors.
David Jones has also previously made extensive disclosures in relation
10 the LTI Plan in its notices of meeting and financial statements. Details
of the LTt Plan are also disclosed in the Remuneration Report on pages
35 to 40 and in note 30 on pages 93 to 95 of this Annual Report. in
view of the foregoing circumstances, and as sharcholders have net
raised any material issues, David jones does not propose to present
the LT Plan for shareholder approval. All proposed grants to Executive
Directors will however continue to be put to shareholders for approval,

In this Statement, the refevant governance items are linked to each
of the 28 ASX Best Practice Recommendations. A table on pages 24
10 25 of this Statement also Jinks this Statement 1o the ASX Best
Practice Recommendations.

The Company's Corporate Governance Statement is available
at www.davidjonescom.au.

3.THE BOARD OF DIRECTORS
3.1 Membership and expertse of the Board

The Board has a broad range of relevant skills, experience and
expertise to meet its objectives. The composition of the current Board
with details of each Director's qualifications. experience and special
responsibilities is set out on pages 10 to | | of this Annua!l Report.

ASX Best Proctice Recommendation 2.5
3.2 Board role and responsibility

The Board is responsible for protecting the rights and interests of

shareholders and is accountable to them for the management of Oand
jones.The Board Charter clearty defines the matters that are reserved
for the Board and those that the Board has delegated to management

in summary the Board's accountabilities and responsibilities include:
- setting the direction, financial objectives and poals for management:
- reviewing and approving the annual budget and strategic plan;

- monitoring management and financial performance against
these objectives;




- reviewing and appm\;ing the strategic allocation of capital including
major capital projects and property leases;

— approving capital mag\agement initiatives and major financing facilities;

= evaluating the pcrfor‘ll'nance and determining the rermuneration of

the Chief Executive Officer (CEO), senior managers and the Board
{within the shareholder approved limit);

- ensuring the appropnate risk management systems, internal controls,
reporting systerns and compliance frameworks are in place and
operaung effeclrvely

- cnsunng there are pt_ans and procedures for recruitment, training,
remuneration and suecession planning for senior managers;

~ defining Board comp:'etencies. evaluating Board performance and
planning Board succession;

— considering and approving David Jones’ interim and full year
financial statermnents:

selection, appointment and removal of the CEQ; and

= ensuring there are appmpn'ale standards pf corporate governance
and ethical behawour

Responsibility for the day 10 day management and administration of

David Jones is delegaleld by the Board 10 the CEQ, assisted by the

Management Committee,

The CEO manages Dawd Jones in accordance with the strategy. plans

and delegations approv'ed by the Board.

The Board Charter is avallable n the Corporate chemance section
of the David Jones webslte

ASX Best Proctice Recommendation 1.1
3.3 Board size and co#nposit.ion
i

The Board determines its size and composition, subject to the kmits

imposed by David fom':;s' constitution, using the following principles:

- the Board is to be cibmpn’sed of both executive and non-executive
directars, with a majonty of non-executive directors who satisfy the
criteria for mdependence.

— the directors shall bs from different backgrounds with
complementary skills and experience;

2

- the Chairman must be an independent non-executive director:

- the same individuat fmust not exercise the roles of Chairman or
Deputy Chairman and CEQ; and

- all directors shall bnng independent judgement to bear in
decision-making.

David jones’ Board cuqently comprises six independent
Non-Executive Directolrs and two Executive Directors being the
CEQ and Finance Director.

3.4 The selection and role of the Chairman

The Chairman is selected by the Board from the Non-Executive
Directors. .
1

The Chairman's role includes:

— providing leadership to the Board and to David jones,

— ensuring efficient organisatiot.w and conduct of the Board;
- monitaring Board perforrance annually,

- guiding the agenda and conduct of Board meetings:

- promoting consultative and respectful relations between Directors,
and between the Board and managerment; and

~ chairing shareholder meetings.

The current Chairman, Robert Savage, is an independent

Non-Executive Director appointed by the Board He has been a

Director of David Jones since October 1999 and Chairman since

July 2003, The Chairman is a member of the Board Remuneration
and Nominations Committee.

The current Deputy Chairman, john Coates, is an independent
Non-Executive Director appainted by the Board. He has been a
Director of David jones since October 1995 and Deputy Chairman

" | since October 2003.The Deputy Chairman is a member of the

Board Audit Committee.
ASX Best Proctice Recommendations 2.2, 2.3
3.5 Direciors’ independence

It is the Boand's view that each of its Non-Executive Directars is
independent.

The Board has adopted specific principles in relation to Non-Executive
Directors' independence. A Non-Executive Director is considered to be
independent when not a member of management and:

— is not a substantial shareholder of David Jones or an officer of,
* or otherwise associated directly with, a substantial shareholder of
the Company.

~ within the last three years has not been employed in an executive
capacity by David Jones or another David Jones Group member, or
been a Director after ceasing to hold any such employment; |

- within the last three years has not been a principal of a material
professional adviser or material consutant to David Jones {or
ancther David Jones Group member), or a director, officer, employee
or consultant materially associated with the service provided by a
material professional adviser or material consultant to the Company:

— is not a material supplier or customer of David Jones or other
David Jones Group member, or an officer of or otherwise associated
directly or indirectly with a material supplier or customers;

— has no material contractual relationship with Davd jones or another
David Jones Group member other than as a Director of the Company:

- has not served on the Board for a period which tould, or could

reasonably be perceived to, materially interfere with the Director’s
ability 1o act in the best interests of David Jones: and ’

~ is free from any interest and any business or other relationship, which
could, or could reasonably be perceived to, materially interfere with
the Director's ability to act in the best interests of the Company.
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Materiality for these purposes is assessed on both qualitative and
quantitative bases having regard to all the circumstances of the
relationship. induding amaong other things the;

- strategic importance to David Jones’ business of the goods or
services purchased or supplied by David Jones;

- proportion of a class of expenses or revenues that the relationship
represents to both David Jones and the third party:

- nature of the goods and services:

- nature and value of the transaction to David jones and the other ‘
third party to the transaction; and

— nature of the position or inierest held by a third party.
ASX Best Practice Recommendotions 2.1, 2.5
3.6 Avoidance of conflicts of interest by a Director

In accordance with the Corporations Act. any Director with a material
personal interest in @ matter being considered by the Board must not
be present when the matter is being considered and may not vote on
the matter. Directors must keep the Board advised, on an ongoing basis,
of any interest that could potentially conflict with those of David Jones.
The Board has developed procedures to assist Directors to disclose
potential conflicts of interest. Where a significart conflict exists, the
Director concerned declares their interests in those dealings to the
Board and takes no pant in decisions or discussions relating to them.

3.7 Meetings of the Board and their conduct

The full Board currently holds not less than eight scheduled meetings
per year, plus strategy and other additional meetings as necessary 1o
address any specific significant matters that may arise. The agenda for
scheduled Board meetings incorporates standing items including the
CEQ's report. financial reports, Board Committee reports, strategic
matters, governance and compliance. Executives are regularty involved
in Board discussions and Directors have other opportunities, including
visits to stores and business functions, for contact with a wider group
of employees.

A meeting of Non-Executive Directors is also heid on the same date as
each scheduled Board meeting to discuss the operation of the Board
and a range of other matters,

The number of Board meetings, Non-Executive Direttors’ meetings
and Board Committee meetings held during the year is set out in the
Directors' Report on page 27 of this Annual Report. :

3.8 Succession Planning

The Board plans succession of fts own members in conjunction with
the Remuneration and Nominations Committee, taking into account
the sklls, experience and expertise required and currently represented,
and David Jones' future direction. The Board is also responsible for
succession planning for the CEQ, and for ensuring succession plans

for the Finance Director and other senior managers.

3.9 Review of Board performance

The Board has in place a process to review its performance annually.
In line with the Company's continuous improvement focus, the
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performance evaluation process of the Board has been benchmarked
against the evaluation practices of Boards in other ASX listed
companies. As a result, the core elements of the evaluation process
have been further enhanced and are summarised below:

- the performance evaluation of the Board and Chairman is comprised
of structured interviews, written surveys and from time to time
involves assistance of an independent adviser:

— a self assessrnent process is undertaken by afl Directors for review by
the Chairman, and an assassment of the Chairman is completed by
the Deputy Chairman and ather Direciors. The review incorporates
the performance of the Board as a whole relative (o the Board
Charter and each Board Committee under its respective charter:

— integrel to the process is feedback from key stakeholders and senior
management which is obtained through an interview process; and

= the Chairman cornveys the results of the performance
evaluation process to each Director and the Board and these results
form the basis of an action plan designed 10 address performance
improvement opportunities.

A Board evaluation process was completed in October 2005,

The evaluation process for 2006 is in progress and scheduled for -

completion in Novermber 2006.

ASX Best Proctice Recommendotion 8.1
3.10 Nomination and appointment of new Directors

Recommendations for nominations of new Directors are made by the
Board Remuneration and Nominations Committee and considered by
the Board as a whole.

The agreed process for the appaintment of Non-Executive Directors
1o the Board is reviewed at the time the need for a new Director is
identified or an existing Director is required 10 stand for re-election.

.| The Committee reviews the range of skills, experience and expertise

on the Board. identifies its needs and prepares a short-list of candidates
with appropriate skills and expenience. For the purpose of objectivity. the
selection process is supported throughout by independent, consultants.
The Committee reviews and makes recommendations for Board
approval in respect of the appointrnent, contract terms, and termination
of the CEC.

it also provides the Board with the opportunity to review the
appointment or termination of any executive reporiing to the CEQ,
and the Company Secretary, prior to implementation.

ASX Best Proctice Recommendotion 2.5

3.11 Redrement znd selection of Directors

The Constitution of David Jones specifies that all Directors (with the
exception of the CEQ) must retire from office no fater than the third
annual general meeting following their tast election. Where eligible, -

a Director may stand for re-election.

3.12 Board access to information and advice

All Directors have unrestricted access to Company records and
information and receive regular detailed financial and operational
reports from management to enable them to carry out their duties.




The Board has adople:c:! a formal policy whereby the Directors may.
subject 10 the Chaurma'ns consent which may not be unreasonably

withheld or delayed, mdmdually or collectively obtain independent
professional advice, at the expense of David Jones, in the furtherance
of their duties as Dwectors of the Company

ASX Best Practice Recommendauon 25

4. BOARD COMMITTEES

4.1 Board committee% and membership

To assist in the execut'i'on of responsibilities, the Board has in place

two Board commuttees comprising a Remuneration and Nominations
Committes and an Audn Committee.

Personnel and remunération matters have been delegated to the Board
Remuneration and Nominations Committee for review.

In general, the review '.of financial reporting, financial risk managernent,
audit and compliance matters has been delegated to the Board
Audit Committee. ||

i
The members of the Board Rermuneration and Nominations
Committee are:
4
Reginald Clairs AQ (Chairman})
Katie Lahey
Robert Savage i
The members of the Boand Audit Committee are:

John Harvey (Chanrman)

john Coates AC {

| Paula Dwyer fq

Other committees may be established frum time to time to consider
matters of special importance.

ASX Best Proctice Recommendations 4.2, 9.2
4.1 Commimee charfers

The roles and nzsponsabllmes of each Commmee are set out in the
Committee chmcrsLCopues of the Committee charters are available
in the Corporate Governance section of the David Jones website.

Each Committee is er\mled 10 the resources and information it
requires, induding dirtet access 10 employees and advisers. The CEC,
senior executives and certain other employees are invited to attend
Committee meetlngs]'All Directors reccive copies of all Committee
papers and meeting r}'ninutes. and can attend all Committee meetings.

Committee mernber% are chosen for the skills, experience and other
qualities they bring tc': the Committees.

As soon as possible l'ollowmg each Committee meeting, the Board is
given a verbal repor't by the Committee Chairrnan.

All matters determmed by Committees are submitted 10 the full
Board as recommendauons for Board decision. Minutes of Commitiee
meeungs are tabled at a subsequent Board meeting

The performance of C_ommrttees is discussed and reviewed initially within
each Committee and then reviewed as part of the Board's performance

review The performance of each member of the Committees &
evaluated as part of the performance review of each Director.

ASX Best Proctice Recommendations 4.4, 4.5, 8.1, 9.2 95
4.3 Remuneration and Nominations Committee

The role of the Board Remuneration and Nominations Comsmittee
is documented in a charter that has been approved by the Board and is
reviewed on an annual basis.

The objectives of the Committee are to assist the Board in ensuring
David Jones has:

— 2 Board of effective composition, size and commitment 1o adequately
discharge its responsibilities and duties;

~ rermuneration policies and practices that are aligned with David Jones’
strategy and objectives: and

- fair and responsible remuneration-of Directors and executives. having

regard to the performance of David Jones, the performance of the
executives and the general remuneration environment

The Committee's responsibilities in connection with remuneration inchude:
— the review and recammendation for shareholder approval of
ton-Executive Director remuneration;

— the review of and recommendation to the Board on the
. remuneration of the CEQ and Finarce Directer. and the terms of
their employment contracts;

- approval, on the recommendation of the CEQ, of the remuneration
of the members of the Management Committee, including the terms
of their employment contracts:

~ the review of and recommendation ‘to the Board on the nature and
composiion of short tenm and long term incentive plans; and

- the review and recommendation to the Board of any annua!
payments to be made under any incentive plans.

The Commitiee’s responsibilities in connection with nominations

include to:

— conduct searches for new Board members and recommend

preferred candidates to the Board, intluding the CEO and
Finance Director;

- recommend required Board competencies and the number and
profiles of Directors:

~ assess from time to time the extent 10 which the required
competencies are represented on the Board;

— ensure that succession plans are in place to mairtain the required
competencies, and the rumber and profiles of the Board members;

- assist the Chairman as required to evaluate the performance of
the Board, its Committees, and individual members, including the
performance of the CEQ:

— ratify appointments to David Jones’ Management Committee; ardd

— review and assess succession plans for executive pasitions reporting
to the CEQ.
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Further details around the Remuneration and Nominations Committee's
responsibilities as they relate 1o remuneration are detailed on page 32
in the Remuneration Report

ASX Best Proctice Recommendotions 2.4, 2.5, 9.2, 9.5

4.4 Audit Committee

The objectives of the Board Audit Commitiee are to assist the Board 1o
- safeguard the integrity of financial répor";ing;

= mazke timely and balanced disclosure; and

- recognise and‘manage financial risk

As previously identified, the Audit Committee comprises three
independent Non-Executive Directors. The Committee has approprate
financial expertise and alt members have a sound knowledge of the
industry in which David Jones operates. The Committee Chairman is a
chartered accountant and was formerly a registered company auditor,
but nat of David Jones.

The external auditors. internal auditors. Chairman of the Board,
CEO, Finance Director and other senior executives attend all Audit
Committee meetings at the invitation of the Committee.

This Committee has specific responsibility for the following.

(a) External financial reporting

The Committee reviews and recommends all aspects of external
financial reporting including:

- accounting policies and principles and any changes 1o them;

= significant estimates and adjustments in the financial reports;

- compliance with related party disclosures;

- discussion of hall-year and lull-year financial reports with management,
auditors and other advisers as appropriate, and the adoption of those
reparts by the Board; .

- policies and procedures for the adoption of the AIFRS; and

— the integrity of. David Jones' written policies and procedures designed
10 ensure continuous disclosure and accurate finandial reporting,

(b) Related party transactions

The Committee reviews, monitors and recommends for approval by
the Board all related party transactions. )

(¢) Inernal control and risk management

The Committee reviews and recommends to the Board for adoption,
policies and procedures on risk oversight and management so as to
establish an effective and efficient system to identify, assess, monitor

and manage risk, ensure accountability at a senior management leve!

for risk oversight and management. and ensure appropriate disclosure.
The Committee also reviews David Jones’ risk profile, including a regular
assessment and prioritisation of risks and the effectiveness of David
Jones' risk management and internal compliance and control sysiems.
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{d) External audit

The Cormmittee is msponsib!é for making recommendations 1o the
Board concerning the appointment of David Jones’ external auditor
including remuneration and other 1erms of the auditor’s engagement.

The Committee reviews the performance of the external auditor

and each half-year will review the independence of the external

auditor including compliance with its policy covering the provision

of non-audit services.

The external auditor meets directly with this Committee and the Board,
The Committee has the opportunity to meet with the external auditor
without management being present and Commitiee members are free
1o contact the external auditor at any time.

{e) Internal audit

The Committee is responsible for making recommendation to the
Board concerning the appointment of David Jones’ intermal auditor
including remuneration and other terms of the auditor’s engagement.

The Commitiee reviews the performance of the intemal auditor

Each year, the Commitlee reviews the internal audit plan and
recommends i to the Board for approval.

The Committee also monitars and reperts to the Board on
Management's responsiveness to imernal audit findings and
recommendations.

The internal auditor reports directly to the Committee and members
have the opportunity 10 meet with the internal auditor without the
presence of other management.

The eflectiveness of the Audit Committee was independently reviewed
by PricewaterhouseCoopers in June 2006. As a result of that review,

a plan to refine and enhance the Committee’s processes has been
developed and will be implemented in the 2007 fnancial year.

ASX Proctice Recommendations 4.2, 4.3, 4.4, 4.5
5. EXTERNAL AUDITOR INDEPENDENCE
S.1 Approach to auditor independence

David jones’ Board Audit Committee has adopted a policy for external
auditor independence and the provision of non-audit related services
to ensure best practice in financial and audit govermance is maintained,

The policy has been endorsed by the Board.

The fundamental principle of auditor independence reflected in the
policy is that in onder for the extérnal auditor 16 be independent, a
conflict of interest situation must not exist between David Jones and
the auditor. A conflict of interest situation would exist if the external
auditor or a professional member of the audit team were not capable
of exercising abjective and impartial judgement in relation to the
conduct of the audit of David jones.

For the external auditor 1o be eligible to undertake any non-audit related
services, the esternal auditor must nat as a result of the assignments:

— create a mutual or conflicting interest with that of Davd Jones;

- audit their own work;




—act in a management ;éapacity or as an employee; or
- act as an advocate Foi:; David Janes.

. 3
5.2 Certification of indépendence

Each half-year the exter:;\al auditor provides the Committee and
Board with an independence declaration certifying its continued
independence, and in particular confirming that it has not carried out
any engagements during the year that would impair its professional
independence as the auditor. s contemplated by the Code of
Professional Conduct jaintly issued by the Institute of Chartered
Accountants in Australid and CPA Australia, and the Carporations Act.

The external auditor is ?Is'o required 1o confirm it will retain all werking
papers for the audit (cr review) for a pericd of seven years after the
date of the audit report.

5.3 Other monitoring <'>f independence

The Board Audit Comh"\ittee will review and approve or dedline.

as considered appropnate before the engagement commences, any
individual engagement for non-audit refated services involving fees
exceeding or estimated |t0 exceed A$30,000.

No work will be awarded to the external auditor if the Committee
believes such work wm'ﬂd be in contravention of the Corporations Act,
give rise to a ‘sell review threat' (as defined in Professional Statement
F1) or would create a donflict, or perceived conflict of interest, for the
external auditor or any'llmember of the audit team.

Further, if, in the view o'f the Committee, the level of fees for non-
audit related services b:éing provided by the external auditors is of a
magnitude that could impair, or be perceived to impair, the auditor’s
independence, the Committee may, from time to time, impose a
restriction on non-audit work being awarded 10 the external auditor:

The Committee recewés half-yearly reports on audit related

services undertaken and fees incurred, together with comparative
information for prier ygars. to assist in the monitoring of the pmwsmn
of such services. 1

David Jones requires mlltation of a person who plays a significant role in
the external audit of the David Jones Group for five successive financial
years or for five out of seven successive financial years, with suitable
succession planning to ensure consistency. A person who is rotated

off the audit cannot play a significant role in the audit for at least two
successive financial yeali;s

A former member or director of the external auditor wha was directly
involved in an audit of Davnd Jones (or its controlled entities) cannot be
appointed an officer (Dm:ctor Company Secretary or senior manager)
of David Jones during 1_J_1e two year period following the former
member’s or dir'ector's';resignation from the external audt firm,

David |ones’ independépt external auditor, Emst & Young, was eppointed
by shareholders at the 2003 annual general meeting,

An analysis of the fees paid to the external auditors is provided in note
5 on page 66 of this Aﬁnual Report.

"
No fees were paid to Ernst & Young for non-audit services in 2006,

5.4 Prohibited non-audit services by the external auditor

No work wilt be approved, and the external auditor will nét provide
services, involving:

— preparation of accounting recerds and financial statements;

— information _technology systems design and implementation;

- valuation services and other corporate finance activities;

- internal audit services: or

— secondment of senior stafl to act in a ranagement capacity.

5.5 Attendance at the annual general meeting

David Jones requires a partner of s external auditor to attend its
annual genera! meeting and be available to answer questions from
shareholders about the audit. David Jones ensures that written
questions received from shareholders are given 1o the extermal auditor
to be answered, along with any other questions put to the auditor at
the annual general meeting,

ASX Best Practice Recommendation 6.2
6. CONTROLLING AND MANAGING RISK
6.1 Approach to risk management

David |ones' approach to risk managerment has been to establish an
effective control environment to manage ‘significant risk’ o its business.

| The David Jones risk management framewark has been developed in

line with the Australia/New Zealand Risk Management Standard (AS/
NZ 4360).

A significant risk is defined as the chance that an action, inaction or
natural event will hinder or prevent the achievement of key business
objectives. Risk can relate to both threats to the operation, and

the failure to take advantage of opportunities. David Jones takes an
enterprise wide view of risk with risks from all activities, strategic and
operational, being examined. In this regard, the current David Jones risk
model includes risk categories covering:

- econormic environment;

~ customers,

- brand portfolio and competition;

- people;

- business operations;

- compliance;

- financial;

— information technology and infrastructure;
- reputation; and

- strategy.

David Jones has developed an effective control environment

to manage the significant risks to its operations, comprising the
following components:

— clearly defined management responsibilities and organisational
structure;
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~ delegated limits of authority defined by a Delegations Manual;

-accounting control and reconcifiations:

- strong manag&nent reporting systems;

disciplined budgeting and rolling three year strategic plan processes:;

regular intemal review and mechanisms including the operation of
a Capex Committee, Property Committee, Marketing Forum and
Management Committee;

= personnel requirements for key positions:
- segregation of duties:
- physical and logical security over company assets;

- appropnate policies and procedures that are widely disseminated to,
and understood by, employees;

~ intermnal and external audit functions: and
— comprehensive risk management framework and guidelines.

The risk categories identified above are interlinked and the contro!
environment is integrated to manage those risks.

In 2006 a review of compliance was camried out to ensure that all areas
within David Jones were covered by appropriate compliance processes.
As a result of the review. a compliance policy (reflecting more closely
the policy set out in Australian Standards A53806) and implementation
plan will be introduced in 2007

ASX Best Practice Recommendations 7.1 and 7.3
6.2 Risk management roles and responsibilities

The David Jores Board determines the Company's risk appetite. The
Board is responsible for ensuring material risks facing the Comparty have
been identified and that appropriate and adequate control. monitoring
and reporting mechanisms are in place. David jones rmanagement has
developed a risk identification, analysis and mitigation process, The
process praduces a risk report that identifies key business risks and
determnines responsibility for the risk mitigation activities {or each of
these risks. The process is designed to ensure internal operating and
external risks are identified, assessed, addressed and monitored to
ririmise risk in the achievement of David Jones’ business objectives.

The risk report is updated annually, and reviewed half-yearty by the
Bozrd and Audit Committee. This risk profile is used by the internal
auditors to allocate assurance resources to those business risks which
are key 1o the operation of David Jones. External audit also makes use
of this profife.

A copy of David Jones risk management potlicy and internal compliance
and control systems is available in the Corporate Governance section of
Dawvid Jones' website.

6.3 Executive declaration

The CEQ and the Finance Director have provided the following

declaration to the Board in connection with the financial statements
of David Jones for the financial period ended 29 july 2006:
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- David Janes' financial statements and accompanying notes present
a true and fair view, in all material respects, of David [ones’ financial
condition ard operating results, and are in accordance with relevant
accounting standards;

- the statement referred to in the above paragraph is founded on a.
system of risk management. internal compliance and: contral, which
implernents the policies adopted by the Board:

- David Jores’ risk management and internal compliance and
control systems are operating efficiently and effectively in all material
respects; and

~ the financial records of David Jones for the financial period ended
29 July 2006 have been properly maintained in accordance with
section 286 of the Corporations Act.

ASX Best Practice Recommendations 4.1, 7.2 and 7.3
7. REMUNERATION POLICES AND PROCEDURES
7.1 Overview

David Jones has established processes to ensure that the level and
composition of remuneration are sufficient, reasonable and explicitly
linked to performance. These processes are described below and on
pages 33 ta 40 in the Remuneration Report

Non-Executive Directors

The Remuneration and Nominations Committee is responsible
for recommending to the Board fees applicable to Non-Executive
Directors.

In accordance with a resolution of shareholders at the 2004 annual
general meeting, the maximum aggregate amount permitied to be
paid to Non-Executive Directors under the-Davig Jones constitution
is $1.3 million per annum, -

Contributions to the retirement allowance plan for Non-Executive
Directors {other than notional interest adjustments based on the
retirement allowance balance) were discontinued in October 2004. Since
Octaber 2003 no new directors have been entitied 10 join this plan.

Non-Executive Directors may alsa be reimbursed for their expenses
properly incurred as a Director: or in the course of their duties. Non-
Executive Directors are also encouraged to own David jones shares
and may particpate in the Deferred Employee Share Plan if they elect
1o sacrifice Directors' fees and have shares purchased under the Plan
at market value, The Non-Executive Directors do not participate in
any other David Jones employee share plans nor its short or long term
incentive schemes.

Executive Directors and Senior Managers

The Remuneration and Nominations Committee is responsible for
recommending to the Board remuneration policies. fees, salaries, and
short and long term incentives applicable 1o Executive Cirectors and
senior managers of the Company.

David Jones' remuneration policies are designed to drive a performarce
cutture and to ensure that the way in which employees are recognised
and rewarded through remuneration is in the best interests of the
shareholders. the Company and the individual.




The remuneration polici achieves this in the following ways:

— by applying a "pay fori'perfonnance" philosophy which ensures
execulive remunerauon is inked to both individua! performance and
Company performance.

—~ by providing remunerauon that is market competitive to ensure
David Jones has the abllrty to retain and motivate strong performing

employees and attract high calibre prospeciive employees. and

- by undertaking an an;"?ual evaluation process on the performance
of afi executives, the fesutts of which, contribute to the determination
of any salary adjustment an individual executive may receive.

As detailed in the Rmunerauon Report, the short and long term
incentive compoenents of remuneration are determined with reference
1o external benchmarkmg and advice from independent experts.

The financial hurdles in the STl Scheme and LTI Plan, are (as applicable)
determined through a structurcd budgeting and three year planning
process ihat requires rull Board approval.

Al paymems made unducr the ST Scheme and shares issued under the
LTI Plan are audited or“revrewed by the Company's external auditors.

The Remuneration andl Nominations Committee's responsibilities
in relation to remunemuon are detailed on page 32 i in the
Rermuneration Report | i

7.2 STI Scheme [

Under David Jones’ STIIIScheme. the Executive Directors and senior
managers can eam a cash based payment which represents a pre-
determined pcr'centage"of their employment cost {which is comprised
of base salary and superannuauon contributions). Payments under
this scheme are dependem on the achievement of specific financial
obyjectives relating to sales, gross profit, costs, inventory management
and profit afler tax (as pplicable to the relevant position) with a key
component also based on the assessment of personal performance.
The Board intends 1hat similar conditions will be imposed in future
fimancial years. Further detalls of the STl Scheme are provided on
pages 33 10 34 in the Remunerauon Report,

|73 LTt Plan l_i

David Jones LTI Pian was introduced in 2001 Executive Directors,
executives and other se_mor managers are eligible to participate in
this plan.

Under this plan, eligible'jparticipants may be granted the right to receive
a certain number of ordinary shares in David Jones. which may vest
conditional on the achlevemem of performance measures covering a
three year consecmwe.penod

The Board has detcrmllped that two performance measures, which
operate independently,of each other, will be used to determine
the entitlement of participanis to receive shares under this plan.
The performance measures are:

- a TSR measure; and

— a ROFE measure.

Depending on David Jones’ performance against these measures, a
number of shares may vest in favour of participants, at which time the
participants will become beneficially entitled to, and enjoy the righis
attaching to, the shares. subject 1o the terms and conditions of the plan.

If the performance conditions are not met within the performance

-period, the conditional entitlement to some or alt of the offered shares

will lapse. In addition, a special Retention Offer under the LTI Plan was
made during the year 1o ensure key employees were retained during a
period of industry restructure, Further details relating to the LT Plan,
including the Retention Offer, are provided on pages 35 to 40 in the
Remuneration Report.

7.4 Other equity schemes in David Jones

Other equity schemes in Davig ]onés are the:

- Employee Share Plan;

- Employee Share Purchase Plan;

- EESP;

— DESP: and

- Executive Option Plan,

The relevant details of each scheme are contained in the Remuneration

Report on pages 33 to 40 and in note 30 on pages 93 to 98 of this
Annual Report

ASX Best Prociice Recommendations 9.1 to 9.5
8. CORPORATE CONDUCT AND RESPONSIBILITY
8.1 Approach to corporate ¢onduct

To continue its tradition of excellence, David Jones must uphold the honest
and transparent business practices that customers. sharcholders, suppliers
and the community have come to expect. With this in mind, David Jones
aims to maintain a high standard of ethical business behaviour at all times
and expects its Directors, senior management, employees and contractors,
1o reat others with faimess. honesty and respect

David Jores has a Code of Ethics and Conduct, which has been
provided 1o employees and is available in the Corporate Governance
section of the David Jones website.

ASX Best Proctice Recommendations 3.1 ond 10.1
8.2 The David Jones Code of Ethics and Conduct

David Jones' Code of Ethics and Conduct applies to all Directors

and employees. The Code has been fully endorsed by the Board and

is provided 10 all Directors and employees as part of their forma
orientation process, The Code governs workplace and human resource
practices, risk management and legal compliance, and is aligned to the
David Jones' core values of teamwork, integrity and performance. The
Code is reviewed periodically and has been amended to reflect the
ASX Best Practice Recommandations.

In summary, the Code reflects the requirement to:

— uphold the reputation of David Jones with all stakeholders in terms
of quality, service, legal compliance and ethical conduct:
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— respect property and the ownership of that property.
= maintain confidentiality and privacy of information:;
= ensure equal opportunity for afl employees;

- maintain a safe and healthy erwironment for customers and
emplovees afike;

- treat all employees in a fair and professional manner. ensuring the
workplace is free from harassment, discrimination and bullying

- ensure business is conducted fairty, honestly and objectively, in ways that
benefit David |ones’ stakeholders: shareholders, customers, employees,
suppliers and the communities in which David Jones operates;

- avoid {and disclose} situations or transactions which, or might be
seen to, conflict with the interests of David Jones, including gifts and
benefits from suppiiers;

- comply with the David lones policy on trading in shares; and
- report and investigate instances of unethical behaviour.

Other responsibility policies and codes that operate in
David Jones include:

= external communications and continuous disclosure policy:

- risk management guidelines:

- delegations manual;

- treasury policy,

- capital expenditure palicy:

~ trading in company securities; and

- occupational health and safety. equat opportunity and other human
resources policies.

ASX Best Practice Recommendations 3.1, 3.2, 33, 10

8.3 Compliance with the Coc‘le

David Jones is committed to promoting and maintaining a culture of

honest, ethical and law abiding behaviour. To fulfil this commitment,
David jones needs to ensure that

— wviolations of the Code are detected and reported; and
— appropriate action is taken in response 1o any such violations.

Dawid Jones encourages Directors and employees to report promptly
in good faith any viclations or suspected violations of this Code. All
employees have access to a confidential ethics hotline, which they are
encouraged to use and may do so on an anonymous basis. All reports
are investigaled promptly, confidentially and fairly. ’

The policy underlying these procedures ensures that employees are not
disadvantaged in any way for reporting violations of the Code or other
unethical conduct,

ASX Best Proctice Recommendations 3.1, 10.1
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8.4 Share trading policy

Consistent with the legal prohibitions on insider trading, all Directors,
members of senior’ management, consultants and other employees

are prohibited from dealing in David Jones shares. options or other
securities while in possession of information about David Jones that is
not generally available and is price sensitive. David Jones price sensitive
information is information that a reasonable perton would expect to
have a material effect on the price or value of David Jones' securities.
Directors and senior managers may acquire shares in David Jones. but
are prohibited from dealing in David Jones shares or exercising options:

— in the two months preceding the lodgement of the Company’s
half-year and annual results with the ASX;

= while in possession of price sensitive information: and

- trading for short-term gain.

Directors, officers, consultants, members of senior management and

other employees are also prohibited from dealing in the securities

of outside companies about which they may gain price sensitive
inforrmation by virtue of their position with Gavid Jones,

Directors must advise the Chairman. and senior management the
General Counsel and Company Secretary, of a proposed dealing in the

'| Comparry's shares, oplions or other securities prior 10 any transaciion,

and confirm they are not in possession of any unpublished price
sensitive information. The ASX is notified of any transactions conducted
by Directors.

David Jones' share trading policy is available in the Corporate
Governance section of its website.

ASX Best Proctice Recommendations 3.2, 3.3,
B.S Continuous disclosure and shareholder communication
Dand lones is cormmiited 1o

-"ensuring sharcholders and the investment market are provided
with full and timely information about fts aciivities;

- ensuring that'all stakeholders have equal opportunity 10 recefve
externally available information issued by David jones: and

— complying with the continuous distlosure obfigatons contained
- in applicable ASX Listing Rules and the Corporations Act

David Jones” Continuous Disclosure Policy sets aut David Jones’
commitment to comply with its continuous disclosure obligations.

A copy of the Continuous Disclosure Policy is available in the
Corporate Governance section of the David Jones’ website.

Under this pelicy, the Board will, as soon as it becomes aware of
information concerning David Jones that would be likely 1o have a
material effect on the price or vaiue of David Jones’ securities, ensure
that the information s released to the Company Announcements

office of the ASX The Board has appointed a commitiee comprising
the CEQ, Finance Director and the General Manager — Investor
Relations to continually monitor compliance and ta ensure appropriate”
communications with the ASX through the office of the General
Counsel and Company Secretary,
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The Board aims to keep shareholders informed of all major
developments affecting David jones’ activities and its state of affairs
through distribution of the Annual Report. The Board encourages ful
participation of shareholders at the annual general meeting 10 ensure a
high level of accountability and idemtification with David Jones’ strategy
and goals. The Company’s senior management and auditors attend the
annual general meeting to answer questions of shareholders as required.

All recent David Jones announcements, media briefings, details of David
Jones meetings, press releases and annual reports for the last five years
and information on all corporate governance practices are placed on
the David |ones’ website at www.davidjones.comau.

ASX Best Practice Recommendations 5.1, 5.2, 6.1
8.6 Environment’

David Jones recognises the importance of conserving the envirorment
David Jones also understands the impact its business has on the
emvironrment Therefore, in addition to complying with its government and
Iegal obligations. David Jones aims to continually improve its performance
in operating an environmentally aware business. Specific intiatives that
David Jones Tocuses on incluge energy use and managemeni, the use

of recycled or recyclblé products and plastic bag usage. The plastic bag
program has resulted in'a reduction in the volume of Dawd jones’ plastic
carry bags and Dawd Jones continues to aim for improvernent on this
issue on an ongoing basis. David Jones also encourages fts suppliers and
contractors to support.its commitment to the emironment, for example
by meeting a minimum threshold for the use of recycled materials in the
production of printed matter

8.7 Community

A donations policy was developed in 2003, focusing on the charities
David Jones' customers value most, thus aligning the interests of
customers with those of the shareholders. This donations policy was
developed foliowing market research of David Janes’ customer base
and indicated that charities in the areas of women's and children’s
health should be the primary focus for support To enable more
meaningf! contributions, David Jones has concentrated its support on
a number of primary charities, with an ongoing commitment 1o the
National Breast Cancer Foundation and the Children’s Cancer instilute
of Australia. David Jones contributes ta its chosen charities through
cash donations, sponsérships and the contritation of resources such
as materials and labour. sale of charity items and space in premises,
Contributions to charities this financial year included the following:

— Natlonal Breast Caf'\cer Foundation: Total donation of $387.000.
David Jones staffl and customers contributed a total of $45,000 from
the sale of Pink Ribbons nationally during Pink Ribbon Month and
$74,000 from the sale of “Pink Swing CDs" The David Jones Charity
Bear has raised $188,000 from sales in stores. The fourth David
Jones Charity Bear, Charfotte, was successfully laurched in October
2005 and has enjoyed stong sales support. The fifth Charity Bear
Willam will be launched in October 2006. David Jones continued its
support of the “Fashion Targets Breast Cancer Fashion Cabaret” with
a sponsorship donation of $50.000, and a research grant donation of
$30,000 in suppert of finding a cure for breast cancer.

— Children's Cancer Institute of Australia: Total donation of $100.000.
David Jones has an ongoing commitment 10 contribute to the funding
of a research grant to support neurcblastoma research.

— Rose Clinic: Total donation of $50.000. David Jones hasa
commitment to the Rose Clinic which is located in the Elizabeth
Sueet Sydney store and provides services such as breast screening,
blood tests and bone density assessments for women. The Company
contributes towards operating costs to assist with the funding of a
nurse’s wage 1o service the Clinic and makes a donation of $50.000
each financial year. David Jones has supported the introduction of a
Digital Mammography machine at the Rose Clinic. the first of its kind
in New South Wales. The Clinic has provided services to over 30,000
custamers since its launch in 2003,

- Sydney Children's HospidI;Tota! donation of $35,000 towards the
Sydney Children's Hospital's two major fundraising events, The Gold
Dinner and The Sitver Party.

— Mother of All Balls; Tota! donation of $20.000, plus $21.000 auction
flem purchase and $5.000 Gift Card donaiion as an auction item.
Oavid Jones sponsared the Mother of All Balls, which raises funds
for the YWCA, Big Brothers Big Sisters and the Aunties and Uncles
Programs that aim o turn around she lives of chidren at risk by
providing them with positive role models, friendship and guidance.

_ Dream Ball: $29.000 towards the Look Good Feel Better initiative
of the Cosmetics, Toiletry and Fragrance Association of Austrakia
which supports women in the community Inving with cancer.

— Just Enough Faith Cinderella Man Event: $10.650 towards a charity
that is involved in feeding Sydney’s homeless.
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Directors’ Report o

The Directors present their report together with the nancial report of Davd Jones Limited {the Company) and of the Consolidated Entity,
consisting of the Company and the entities it controlled, for the 52 weeks ended 29 july 2006,

OIRECTORS

The Dirgctors of the Company in office at any time during or since, the end of the financial year are as foliows:

The above Directors were in ofiice for the entire financial year and up to the date of this Report.

For details of the Directors’ qualifications, experience, special responsibiliies and other Directorships, refer to pages 10 10 11, which are 1o be read
as part, of this Report.

COMPANY SECRETARY

The Company Secretary is Caroline Waldron (LL8 (Hons)). Caroline Watdron was appointed to the position of Company Secretary on 2) March
2005. She is also General Counsel of the Company and has more than 0 years'in-house legal experience working with Boards of Directors and
senior management in public listed companies in Australia and New Zealand.

PRINCIPAL ACTIVITIES

The principal activities of the Consolidated Entity during the financial year consisted of retailing through department stoves and providing consumer
credit through the David jones store card.

There were no significant changes in the nature of the activities of the Consolidated Emtity during the financial year.

DIVIDENDS .
Dividends paid or declared by the Company to ordinary shareholders since the end of the previous financial year were:
Total Paic/Payable Date

Cents per share $000 Paid/Payable
Dividends paid during the year
Interim 2006 dividend 7c 30.382 8 May 2006
Final 2005 dividend 7c 30315 8 November 2005
Dividends declared after year end ’ .
Final 2006 dividend 9c ' T 39828 8 November 2006

All dividends were {ully franked at the tax rate of 30%.

Dividends paid on RPS during the 52 weeks ended 29 July 9006 of $3.684 million have been recognised in the income statement as net financing
expenses due to the reclassification of these shares as 3 liabiiity. Dividends on the RPS were fully franked at the tax rate of 3J0%.
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Robert Savage Chairman and independent Non-Executive Director

john Coates AC Deputy Chairman and independent Non-Executive Director

Mark Mclnnes Chief Executive Officer and Executive Direclor ]

Stephen Goddard Finance Director and Executive Director : A
Reginald Clairs AO Independent Non-Executive Director . - X
Paula Dwyer Independent Non-Executive Director

John Harvey Independent Non-Executive Director

Katie {ahey independent MNon-Executive Director
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REVIEW OF OPERATIONS
The net profit after tax"‘of the Consolidated Entity for the financial year was $81.12 million.
The full finangial posmon of the Consolidated Entity is shown in the Financial Staternents on pages 52 to 55 and the accompanying notes.

This is the first annual f:nanctal report prepared in accordance with Australian equivalents 10 International Financial Reporting Standards (AIFRS).
Comparative |nformat|on has been restated accardingly.

A detailed review of ogerauons and the results of those cperations is set out 'm the Message from the Chairman and Chief Executive Officer’s
Report on pages | to 7. No extracndinary expenses were incurred by the Consolidated Entity during the financial year.

]l
LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

Other than comments on likely developments or expected resufis of certain of the Consolidated Entity's operations which are included in the
Chairman's Message and the Chief Executive Officer’s Report, further information on likely developments in the operations of the Consolidated
Entity and the expecleg‘! results of those operatians in future financial periods has been omitted as the Directors believe it would be likely to resut
in unreasonabte pmjudlce to the Consolidated Entity's interests if such further information were included in this Report.

BUSINESS STRATEGIIIES AND PROSPECTS

Information on the Consolidated Entity's business strategies and its prospects for future financial years are included in the Chairman's Message and
the Chief Executive Ofﬁcers Report. In the opinian of the Directors, further information on the Consolidated Entity's business strategies and its
prospects for future ﬁnancnal years would, if included in this report, be likely to result in unreasonable prejudice to the Consolidated Entity and has
accordingly been ommed

SIGNIFICANT CHAN‘GES IN THE STATE OF AFFAIRS
In the opinion of the Directors there were no significant changes in the state of affairs of the Consolidated Entity during the financial year.
DIRECTORS' MEETINGS

l
The number of Dnreaors meetings (mciudmg meetings of committees of Directors) and the number of meetings attended by each Director
during the financial year were: . _

u REMUNERATION

AND

. OIRECTORS® MEETINGS AUDIT NOMINATIONS

: BY WRITTEN COMMITTEE COMMITTEE

- T SCHEDULED RESOLUTION? MEETINGS HEETINGS

Director ; A B A B A B
Robert Savage' *[ - 1" I 3 . 4 4 4
John Coates AC ) it i | 4 4 - -
Mark Mclnnes i . (I 1 | - - - -
Stephen Goddard ! 1 ] I - - -
Reginald Clairs AQ 1 1 - - - 4 4
Paula Dwyer ; T 1 I 4 4 - -
|ohn Harvey 10 I | 4 4 -
Katie Lzhey 5 1] ] | - - 4 4

A number of meeungsl attended

B number of rmzf.atingsJl held during the ume the Director held office during the year .

! Audit Committee meettngs attended on an ex-officio basis .

! Written resolution passed to deal with specific matters and signed by all Directors, except in circumstances where Directors are not eligible 10 vote

During the financial yedr, Directors also visited many of the Companys stores and major suppliers 1o |mpro~'e their understanding of retall operations.
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Directors’ Report

DIRECTORS' INTERESTS

The relevant interest of each Director in the share capital of the companies within the Consolidated Entity, as notified by the Directors to the ASX
in accordance with section 205G(1) of the Corporations Act. at the date of this report is as follows:

Director Ordinary Shares in the Company' LTI Plan Rights®*
Robert Savage 75646 .. -
john Coates AC 38,589 -
Mark Mclnnes 1.962.215 1,832,033
Stephen Goddard 459,262 949,089
Reginald Clairs AQ 162839 -
Paula Dwyer 30,000 -
fohn Harvey 30.000 -
Katie Lahey 10.565 -

' Nao RPS in the Company are held by the Directors
1 Not applicable 1o Non-Executive Directors

) The number of rights granted over ordinary shares under the LTI Plan {including the Retention Offer detailed on page 38 in the Remuneration
Report) shown in the table reflacts the achievernent of performance measures at the target level. In accordance with the LTI Plan nules the
number of ordinary shares which may be allocated is dependent on Company and individual performance and can range from zerc to 150%

of the rights affocated.
RIGHTS TO UNISSUED SHARES

Al the date of this Report, the Company has on issue rights under the
LTI Plan which could convert to $,607.04| ordinary shares in future
periods. The Company will not receive any monetary consideration on
the vesting of these rights, For further detai's incluging the expiry date
of the rights outstanding refer 1o the Remuneration Report.

SHARES ISSUED DURING OR SINCE THE END OF THE YEAR AS
A RESULT OF THE EXERCISE OF RIGHTS OR OPTIONS

During the financial year 2,285,007 rights under the LT1 Plan
converted to 3,427.512 fully paid ordinary shares of the Company.
MNo money was received by the Company on the conversian of these
rights 10 ordinary shares.

During the finaniat year, 275,000 options under the executive option
plan corverted to 275,000 ordinary shares of the Company. The
Company receved $1.328 on the exercise of each option. The options
converted into fully paid ordinary shares,

Since the end of the financial year, 1,771 981 rights under the LTI Plan
converted to 2,657,972 fully paid ordinary shares of the Company. No

money was received by the Company on conversion: of these rights 10

ordinary shares.
EVENTS SUBSEQUENT TO REPORTING DATE
Dividends ’

On 26 September 2006, the Directors declared a final dividend of
9¢ per ordinary share. fully franked at the tax rate of 30%.The final
dividend is payable on 8 November 2006,

RPS

The Company has received holder corversion notices after 29 July 2006
up to the date of this Report for the conversion of 39.847 RPS into
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2,796,260 ordinary shares, These RPS will be converted into ordinary
shares in accordance with the Company's Prospectus for the Issue of
Reset Preference Shares.

MNew Department Stores

As announced to the ASX on 20 july 2006, the Company has
entered into agreements with Westheld Management Limited to

open department stores in Burwood New South Wales, Chermside
Queensland and Doncaster Victoria The stores are scheduled to open
in Aprit 2007, August 2007 and late 2008 respectively.

The Company has reinstated its Dividend Reinvestment Plan to fund
the opening of the new stores. including a payment of $20 millien in
relation 1o Burwood, fitout costs and additional invertory. ’

Sale and Ieaseback arrangement

On 29 September 2006, the Consolidated Entity acquired certain
properties following the execution of agreements to unwind previousty
existing sate and leaseback arrangements, Details of the unwind
transaction, including its estimated financial effect, are disclosed in

note 26 10 the Financial Statements.

Excep for the matters disclosed above, there are no other matters
or circumstances which have arisen since 29 July 2006 that have
significantly affected or may significantly affect:

{a) the operations, in future financial periods subsequent to'the 52

weeks ended 29 Juty 2006, of the Consclidated Entity constituted
by the Company and the entities it controls from time to time;

(b} the results of those operations in future financial periods; or

{¢) the state of affairs, in future financial periods. of the
Consolidated Entity.




REMUNERATION REPORT

The Remuneration ReporL which covers a discussion on the broad
policy for determining t the nature and amount of remuneration of
Directors and senior exec\mves of the Consolidated Entity, a discussion
of the relationship between that policy and the Consolidated Entity's
performance, and other related matters required to be disclosed in
accordance with section 300A of the Corporations Act. is set out on
pages 31 to 51 |I

INDEMNIFICATION AND INSURANCE OF DIRECTORS
AND OFFICERS

Indemnification of Dir:gctors

The Company has ind_le:mniﬁed each Diréctor referred to on page

26 of this Report. the Company Secretary and previous Directors

and Secretaries (Oﬁ'lr.é!rs) against all babilities or loss (other than

1o the Company or  related body corporate) that may arise from
their position as Of‘ﬁcérs of the Comparry and s controlled entities.
except where the Iuab«lny arises out of conduct involving a lack of
good faith or |ndemmf|cat|on is otherwise not permitted under the
Corparations Act The' nndemmty stipulates that the Company wifl meet
the full amaunt of any, such liabilities, including costs and expenses, and
covers a period of seven years after ceasing to be an Officer of the
Compary. The mdemmty is contained in a Deed of Access, Insurance
and Indemnity, which also gives each Officer access to the Company's
books and records. 1

The Company has also indemnified the current and previous Directors
of its controlled ent'nic;is and certain members of the Company’s senior
management for all Iiar]failities and loss {other than to the Company or

a redated body corpor“atc) that may arise from their position, except
where the liability arises out of conduct involving a lack of good faith or
indemnification is otherwise not permitted under the Corporations Act.

tndemnification of Auditors

The Constitution of the Company provides that it must indemnify its
auditors, Emst & Young, against any liability incurred in their capacity as
auditor in defending a};\y proceedings, whether civil or ¢riminal, in which
judgement is given in their favour or in which they are acquitted or in
connection with any application in relation to arty such proceedings in
which relief is granted under the Corporations Act.

As part of the Compiny’s terms of engagement with Emst & Young,
the Company has agréed to indemnify Emst & Young against certain
liabilities to third parties arising from their engagement as auditor The |
indemnity does not extend to any liability resulting from 2 negligent,
wrongiul or wilful act or omission by Ermst & Young.

Insurance premiums

The Company has paid insurance premiums for one year cover in
respect of Directors’ and Officers’ hiability insurance contracts, for
Officers of the Company and of its controlled entities The insurance
cover is on standard industry terms and provides cover for loss and
iability for wrongful acts in relation 1o the relevant person's role as an
Officer; except that cover s not provided for koss in refation to Officers
gaining any profit or advantage to which they were not legally entided,
or Officers committing any criminal, dishonest. fraudulent or raticious
act or omission, or any knowing or wilful viotation of any statute or
regulation. Cover is also only provided for fines and penalties in limitad
circumstances and up to a small financial imit. In accordance with
commercial practice, the insurance policy prohibits disclosure of the
terms of the policy including the amount of the premiums.

During the fimancia) year, the Company has not paid any premium in
respect of any insurance relating 1o Emst & Young.

ENVIRONMENTAL REGULATION

The Company 1akes a responsible approach in relation to the
management of environmental matters. All significant environmental
risks have been reviewed and the Consolidated Entity has no legal
obligation to take corrective action in respect of any environmental
matter. To the best of the knowledge and belfief of the Directors, the
Company is not in breach of any environmental legistation in any State
or Territory. The Company’s approach in relation to environmental
rmatters is further discussed in the Corporate Governance Staternent
on page 23 of this Annual Report.

AUDIT SERVICES
Auditor's independence declaration

The auditor's independance declaration to the Directors of

the Company in relation to compliance with the independence
requirements of the Corporations Act and the professional code of
conduct for extemal auditors, forms part of the Directors’ Report, and
is sel out on page | 16,

No person who was an Officer of the Company during the financial
year was a director or pariner of the Consolidated Entity's external
auditor at a time when the Consclidated Entity’s external auditors
conducted an audit of the Consolidated Entity,

Non-audit services

" | No non-audit services were undertaken by the Consolidated Entity's

external auditors Emst & Young during the financial year.
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Audit services

During the financial year, the following fees were paid or were due and payable {or services provided by the external auditor of the Company and
Consolidated Entity:

CONSCUDATED DwviD JOMNES LUMITED
2006 2005 2006 2005
. 3 3 $ 3
Audit and review of financial reports 504,501 517,327 504,501 517,327
Audit of accounting policies under AIFRS 107,500 166,425 107.500 166,425
Other audit services 61,000 55,500 61,000 55.500
Total auditors’ remuneration ’ 673,001 739,252 673,001 739252

PROCEEDINGS ON BEHALF OF THE COMPANY

No proceedings have been brought on behall of the Comparty. nor has any application been made in respect of the Company under section 237
of the Corporations Act

ROUNDING OF AMOUNTS

The Company is of a kind referred to in Class Order $8/100 issued by the Australian Securities and Investments Commission and in accordance
with that Class Order as in force as at 29 July 2006 amounts in this Report and the accompanying financial statements have been rounded to the
nearest one thousand dollars unless otherwise indicated.

Signed in accordance with a resclution of the Directors:

ape A

Robert Savage Mark Mclnnes
Chairman Executive Director and Chief Executive Officer

—

9 Octobar 2006
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1.5COPE OF THE REPORT

This Report outlines the remuneration arrangements for Directors,
execulives and senior managers of David Jones, It incorporates
disclosures required under the Corporations Act (as amended by
CLERP 9) and the relevant sections of accounting standard AASB 124
Related Party Disclosures.

The term KMP refers to those persons having authority and
responsibility for planning, directing and controlkng the activites of
David Jones, directly or indirectly, and incfudes all Directors of David
Jones.

2. REMUNERATION PHILOSOPHY AND OBJECTIVES

The key principles of the David Jones remuneration philosophy are
integral to embedding a cutture that is highly results-oriemed and is
designed to ensure the Company remunerates empioyees in a way that
recognises and rewards performance while upholding the interests of
shareholders, the Company and the individual, David Jones’ approach to
performance and remuneration can be defined as:
— applying a "pay for performance” philosophy that directly links
employee remuneration 1o the achievement of individual resufts and
the Company’s overall performance;

- ensuring employees are remunerated in a way that recognises and
rewards indwvidual performance while upholding the longer term
interests of shareholders and continued strong performance of the
Company; and

- prowding remuneration that is market competitive and enabling the
attraction, motivation and retention of high performing employees.

2.1 The David jones Competencies

David Jones competencies describe the skills, capabilities and behaviours
required of employees in order to achieve their outcomes. These
competencies have been incorporated into every performance-based
program that links to recognition, reward and remuneration: the annual
perfarmance abpraisal‘ the annual remuneration review, the ST Scheme
and the LTI Plan, The David Jones competencies are summarised as
follows:

— Universal competencies — apply to all employees and include Live
for our Customers, Strive to Achieve, See it Do 71 and Unite the
Business.

= Managemant competencies - apply to line managers in addition
to the universal competencies and include Results through Others,
Business Sawy, Cost Efficiency Leader and Shape our Future,

— Senior executive competencies = apply to senior executives in
addition to the universal and management competencies and
includes Grow, Grow, Grow.

The high performance culture estabiished at David jones has been
dertved from achieving an effective balance between “what" an
embloyee delivers, "how”’ they go about doing this and the increased
focus on aligning Company performance with employee remuneration.
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3. ROLE OF THE REMUNERATION AND NOMINATIONS
COMMITTEE

The Remuneration and Nominations Committee {Committee), a sub-
committee of the Board, operates under the delegated authority of
the Board. The Remuneration and Nominations Committee is currently
comprised of three Non-Executive Directors as {ollows:

- Reginald Clairs AQ (chairperson);
— Katie Lahey; and
- Robert Savage.

Details of the meetings attended by each member of the Committee
may be found on page 27 of the Annual Report The full charter of the
Committee may be viewed at www.davidjones.com.au.The Committee is
responsible to the Board for ensuring the following:

— remuneration praclices for all employees are aligned with David Jones’
strategy and aobjectives;

— fair, responsible and equitable remuneration of Non-Executve
Directors, Directors, executives and senior employees having regard to
the performance of David Jones, the performance of the individual and
the external remuneration environment;

— an appropriate balance between fixed, short and long term incentive
components of remuneration:

~ the review of, and recommendation to the Board on, the nature and
composition of the ST Scheme and the LTI Plan with specn’ ic emphasis
on executives reporting to the CEQx

- the review of, and recommendation 10 the Board on, the remuneration
of Directors, including Non-Executive Directors and the terms of their
employment contracts;

= the review of, and recommendation to the Board on, any anrwal
payments to be made to Executive Dmors under the 5T) Scheme and
LTl Plan;

= approval, on the recormmendation of the CEQ, of the remuneration
of the members of the Management Committee. including the terms
of their employment contracts;

— recommendations are made to the Board in relation to the appointment
or separation of the Company Secretary or any direct reports to
the CEO:

- short listed candidates are proposed to the Board for appointments to
the Board and to the position of CEQ; and

- the review of succession plans for the CEQ, Chairman and each of the
Board sub committees’ chairmen as well as direct reports to the CEQ.

The Committee has access 1o cther directors, senior employees and
specialist advisers as it may require. David Jones has engaged external
advisers during the year on matters of remuneration All advisers are
independent and were engaged salely on the basis of their expertise in the
relevant field.




4. REMUNERATION OF EXECUTIVES (INCLUDING EXECUTIVE DIRECTORS)

The remuneration structure for senior executives involves three components:

- Fixed remuneration ¢
- Short-term incentivei (STI)
- Long-term incentives. (LT)

4.1 Summary of Remuneration Mix

The Company's rernuneratuon structure fs designed to achieve an effective balance between fixed and variable components of remuneration,
specifically, 10 drive declnsnons and behaviours that focus on achieving short term annual results, while at the same time giving consideration to the
longer term profitability of the Company and sustainable shareholder value. The following table summarises the current targeted remuneration mix

of executives: :
) - % OF TOTAL TARGETED REMUNERATION
Position Fixed remuneration STI LTI
Executive Directors 1 CEO 3% 36% 28%
i Finance Director 50% 25% 25%
Other Executives I CEO Direct Reports' 56% 2% 20%

' Based on average of all CEO Direct Reports

I , , o
As these executives are integral to the formulation and implementation of longer term Company strategy, there has been a steady shift in the
weighting of the remuneration mix from fixed remuncration towards variable remuneration components of short term and long term incentives.

,.
;I

4.2 Fixed Remunerati?n

David Jones' palicy in relation to employees is to provide "at market”
remuneration for fulfilling target requirements of the role and the

opportunity for "above market” remuneration for superior performance.

Fixed remuneration is compn'sed of EC made up of base salary pius
superannuation guarantee contnbutions and other benefits provided
through salary s.acnﬁclng arrangements. EC is determined by reference
1o formal benchmrked information relating 1o external employment
markets, as well as mdmdua! performance and position accountabilities,
requirements, quahﬁcailllons and experience.

Any adjustment to fixéd remuneration is based on individual
performance. An annual appraisal process is undertaken on the
individua! performance of all executives. Individual performance is
assessed against both David Jones competencies and Key Result Areas
(KRAs), which are technically based and relevant 1o the employee’s
annual objectives.

The result of the cxeém:ves individual appraisal is linked to the
annual remuneration rewew and determines what, if any, increase wnll
be received, No mcreases are guaranteed. If the executive does not
meet the target mqulgements of their KRAs or competencies, their

£C is not increased. !

4.3 5Tl S5cheme 1

The ST Scheme is a performance based scheme, designed to link
specific annual targets (predominantly financial) with the opportunity
10 earn cash-based ingentives derived from a percentage of EC.

The objectives of the STl Scherne are to:

- reinforce and embed the "pay for performance” philosophy
underpinning the remuneration philosopty.

- motivate ermnployees towards the achievemnent of annual
Company results:

— reward the results and behaviours consistent with the Company's
objectives and values; and

— reinforce direct and individual accountability for achieving
financial targets.

The STI Scheme is uncapped for all exequtives, subject to Board
approval, except for the CEQ, whose STl is capped at 150% of EC.

To ensure continuous improvement, the STI Scheme performance
measures are comprehensively reviewed and communicated annually
At the beginning of the financial year the Committee recommends to
the Board the ST1 Scheme performance targets and measures for the
Executive Directors and other executives.

4,31 Participation

Anmal participation in the STI Scheme is conditional on achieving the
required level of performance in the annual performance appraisal
process. To qualify for annual participation in the STI Scheme, an
employee must achieve the KRAs applicable 1o their role as well as
consistently demonstrate the behaviours comprising the David Jones
competencies. If an employee does not achieve the Company’s Larget
appraisal score, they do not participate in the STi Scheme for that yean
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4,32 Performance Measures

At the commencement of the financial year eligible employees

are advised of their potential STI Scheme reward and the hurdles
and quafifiers they reed 10 achieve in order to qualify for an STI
Scheme payment. The nature of STI Scheme hurdles and qualifiers is
summarised as follows. :

- Each employee is aliocated a minimum of two hurdies and four
qualifiers, depending on the function in which they work.

- Each hurdle must be achieved in order to eam an ST Secheme
payment.

- When the hurdles are achieved, the employee is further assessed
against a number of qualifiers specific to the position they occupy.

- The employees’ STi Scheme reward quantum is determined by
reference to a percentage of their EC.

- The percentage of EC is based on the level of their position,
accountability, performancé and external market data.

= The number of qualifiers achieved determines the actual percentage
of their STI Scheme receved,

At the end of the financial year, there is a structured and formal STl
Scheme evaluation process with a minimum of two review and sign off
points per emplioyee. The Remuneration and Nominations Committee
compares the audited financial resulis to the hurdles and qualifiers

of the Executive Directors and other executives for the purpose

of validating the leve! of achievement, STl Scheme calculations and
resuhant ST) Scheme payment The Remuneration and Nominations
Committee then makes a recommendation to the Board regarding the
appropriateness of the ST Scheme payments based on audited financial
results, Specific information relating to the STI Scheme payments for
Executive Directors and other executives for 2006 are detailed on
page 44 of the Remuneration Report.

4.3.3 Payment

Once approved by the Board, unless participaﬁt.s have elected to make
a pre-tax payment into their superannuation fund, the ST! Scheme
payments are made to pariicipants in cash, generally in October of
each year )
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4.34 Link to Company Performance

As the graph below demanstrates, there is a high correlation between
ST Scheme payments and NPAT growth over the last five financial
years, particularly since 2004 when the Company restructured its core
business. The STl Scheme payments have been detailed using an index
with 2006 ST forming the base year.

Correlation of 5T] Scheme Payments and NPAT

8o

70

NFAT ($ miliona)

02 Q3

Fancial Year
B NPAT (AGAAP) (8 mullons)
B NPAT (AIFRS) ($ milions)
= 5Tl index




44 LTI Plan

David Jones currently provides a performance based LT1 to its senior executives through the LT Plan. which provides participants with a number of rights
subject to Board approval. The LT Plan is designed to link employee reward to performance measures that drive sustainable growth in shareholder value.
The objectives of the LTI Plan are to:

— align the interests of senior exarutives with shareholder imerests;

— balance short-term with long-term Company focus; and

- retain high calibre senior employees by providing an attractive equity-based incentive.
Summary of LT Plans

;2003 7O 200470
FEATURE *2005 OFFER 2006 OFFER 2005 TO 2007 OFFER 2006 TO 2008 OFFER
OFFERED TO E_CEO‘ Finance Director CEQ, Finance Director CEQ, Finance Director
“and senior employees and senior employees and servor employees
VESTING DATE 31 July 2005 34 July 2006 31 july 2007 31 Juty 2008
PERFORMANCE ¢ .
MEASURES ;TSR compared to peer group and capital management (ROFE) )
RETESTING RULES 'The performance period may be extended by one year and retested for the TSR measure
PLAN STATUS ’ Fully vested at stretch Performance periods not yet concluded
: ASX LISTED RETAILERS
PEER GROUP FOR }'Woolworths Limited. Coles Myer Woolworths Limited, Coles Myer Woolworths Limited, Coles Myer
TSR COMPARATOR ! Limited, Harvey Norman Holdings Limited, Harvey Norman Holdings Limtted, Harvey Norman Heldings
‘ Limited, Foodland Asscciated Limited,  Limited, Foodland Associated Limited.  Limited, Metcash Trading Limited.
' Metcash Trading Limited, Colorado Metcash Trading Limited. Colorado Colorado Limited, Brazin Limited,
. Group Limited, Housewares Group Limited, Brazin Limited, Country  Miller's Retail Limited, JB Hi-Fi Limited,
sinternational Limited, Brazin Limited,  Read Limited, Strathfield Group Just Group Limited, Rebel Sport
" Country Road Limited, Freedom Limited, Miller's Retail Limited. |B Hi- Limited, Repco Corporation Limited
*, Group, Strathfield Group Limited Fi Limited, Just Group Limited, Rebet and Super Cheap Auto Limited.
and Miller's Retail Uimited. Sport Limited, Oroton Group Limited
and Repco Corporation Limited.
, BUSINESSES IN A ™MATURE INDUSTRY WITH A MINIMUM MARKET NON RETALERS THAT
CAPITALISATION GREATER THAN $200 MILLION DEMONSTRATE CYCUCAL PATTERNS
" GUD Hokdings Limited, Downer EDI GUD Holdings Limited, Bank of APN News & Media Limited,
Limited, Bank of Queensland Limited, Queensland Limited, Ramsay Health  ‘Austerec Group Limited, Furtastic
" Ramsay Health Care Umited ION . Care Limited, ION Limited, Crane Limited, Flight Centre Limited, GUD
" Limited, McGuigan Simeon Wines Group Limited, Hills Industries Limited,  Holdings Limited, Globe Intemmational
 Limited, Crane Group Limited, Bristile SPC Ardmona Limited, Collection Limited, Housewares Limited,

 Limitexd, Hills Industries Limited, Transfield House Limited, GWA International John Fairfax Holdings Limited, Kresta
. Services Limited, SPC Ardmona Limited,  Limited, Housewares Intemational Limited, Pacific Brands Limited,

Collecion House Limited, GWA, Limited, Adelaide Bank Limited, Reece  Publishing & Broadcasting Limited,
Intemational Limited, Adelaide Bank Australia Limited, Amalgamated PMP Limited, Salmat Limited, Seven
. timited, Australian Pharmaceutical Haoldings Limited, Adelaide Brighton Network Limited, Southem Cross
' tndustries Lirnited, Reece Australia Limited, Rural Press Limited, Coates Broadcasting Australia Limited, [

Limited, Amalgamated Holdings Limited,  Hire Limited, Bendigo Bank Limited. STW Communications Group Limited,
Adehide Brghton Limited, Rural Press  Fairfax Limited and VWest Australian Ten Network Holdings Limited

Limited, Coates Hire Limited, Sigma Newspaper Holdings Limited. and West Australian Newspaper
Group Limited, Bendigo Bank Limited, Holdings Limited.

Fairfax Limited, APN News and Media

Limited and West Australian Newspaper

Holdings Limited
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inputs Into the valuation of LTI Plan rights

The valuations of LTI Plan rights were based on the following inputs:

2003 TO 2005 QFFERTO 2004 TO 2006 OFFERTO
2003 TO 2005 QFFER EXECUTIVE DIRECTORS 2004 TO 2006 OFFER EXECUTIVE DIRECTORS
GRANT DATE 8 july 2004 26 November 2004 8 July 2004 26 November 2004
SHARE PRICE $1.71 $2.23 $1.71 $2.23
DMDEND YIELD 7.00% 5.83% 7.00% 583%
RISK FREE RATE 5.25% 498-5.08% 5.34% 498-5.08%
EXERCISE PRICE - - - -
VOLATILITY 23-26% 20-25% 23-26% 20-25%
TSR ROFE TSR ROFE TSR ROFE TSR ROFE
VALUATION
$1.86 $1.59 $3.06 $2.15 $1.36 $1.49 $2.32 $203
VALUATION TSR - Monte Carlo TSR = Monte Carlo TSR — Monte Carle TSR — Monte Carto
MODEL USED simulation simnulation simulation simulation
ROFE - Black Scholes ROFE — Black Scholes ROFE — Black Scholes ROFE - Bladk Scholes
2005 TO 2007 OFFERTO 2006 TO 2008 OFFERTO
2005 TO 2007 QFFER EXECUTIVE DIRECTORS 2006 TO 2008 OFFER EXECUTIVE DIRECTORS
GRANT DATE 30 June 2005 26 November 2004 3 April 2006 2 Decernber 2005
SHARE PRICE $1.88 $2.23 $281 $240
DIMIDEND YIELD 7.45% 5.83% 5.69% 5.83%
RISK FREE RATE S.10% 4.98-5.00% 537% 532%
EXERCISE PRICE - - - -
VOLATILITY 27% 20-25% 30% 28%
TSR ROFE TSR ROFE TSR ROFE TSR ROFE
VALUATION
$1.37 $1.62 $1.96 $1.92 $3.04 $247 $2.39 $2.06
VALUATION TSR - Monte Carlo TSR — Monte Carlo TSR - Monte Carlo TSR - Monte Carlo
MODEL USED _ simulation simudation simulation simulation
ROFE - Black Scholes . ROFE — Black Scholes ROFE - Black Scholes ROFE - Black Scholes

4.4.1 Participation

In principle, only senior executives who are able to directly influence the long-term success of the Company and who exhibit a consisters leve] of
high performance will be nominated for LTI Plan participation. Particpation in the LTI Plan is subject to annual Board approwval in accardance with the
LT Plan Rules. Participation in the plan for Executive Directors is subject to the approval of shareholders in accordance with the ASX Uisting Rules,

The number of rights granted to executives is derived from a percentage of EC at target performance. The perceniage of EC is based on the level
of their position, accountability. performance and external market data

4.4.2 Performance Measures

All grants made under the LTI Plan are subject to the fallowing two performance measures:

- capital management as measured by ROFE; and

-TSR
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LT1 Plan rights vest and '_'convert to ordinary shares at the end of the three year performance period subject to the performance hurdles being
met, Hatf (50%) is subject 1o the capital management (ROFE) hurdle and the other 50% will be subject to the TSR hurdle. Far TSR, where nothing

vests below threshold performance if the TSR threshold is not met at the end of three years, the measure may be retested after 12 months.
The following table pmmdes the details on performance and vesting requirements:

LEVEL OF PERFORMANCE VESTS ROFE TSR i
Threshold I‘ . 50% 17% 50th percentile .
Target 100% 19% 62nd percentile '
Stretch Y 150% ©2U% >75th percentile !

i
Capital management an:b TSR were selecied as the performance hurdles on the basis that both can be directly linked to the performance of the
Company and offer a balance between an imernal measure, ROFE, and an external measure, TSR In addition, TSR directly aligns the interest of
shareholders with empllgyees

N . . .
The intermal measure lsirevnewed annually to ensure appropriate stretch targets to drive Company performance, In 2005 the ROFE measure was
strengthened. The mcasurc was not changed for FYD6. Given that TSR is a relative measure, the TSR peer group i also reviewed annually by the
Board prior to any LT Plan grant 1o ensure the peer group remains a relative group

4.4.2.1 Capital Management

This is measured by RCl',I?FE averaged over the performance period. ROFE is earnings before interest. tax and goodwill and afler significant items -
as a percentage of averf:agc funds employed (subject 1o certain potential adjustments at Board discretion). Funds employed equals average debt

plus average equity (adjusted for future income tax benefits, tax provisions, dividend provisions and restructuring provisions). The funds employed

calculation is equivalem: 10 nventory phus receivables plus fixed assets minus trade and other creditors. The ROFE cafculation for exdsting plans

caleutated under AGAAR ROFE performance hurdles for future plans will be based on AIFRS.

If the ROFE averaged over the performance period meets or exceeds the threshold ROFE level, then the participant will have an entittemen: of
between 50% and l509|6 of the half of their offer of shares pertaining to the capital management measure. The threshold ROFE tevel has been set
by reference to David Jones historical performance and weighted average cost of capital, taking into account ROFE peer group performance.

44.22TSR ;

TSR measures the retum a shareholder obtains from ownership of shares in the Company dunng a defined period of time and takes into account
changes in the market valuc of the shares and dividends paid.

The Company’s TSR pgrformance is compared with the TSR performance of similar companies in a comparator group. The Company’s
performance is assigne%l a percentile ranking based on its performance relative to other companies comprising the comparator group (the highest !
ranking company being ranked at the |100th percentile),

1

4:4.3 Calcutation of Entitiements

As noted earlier, rightsivest based on threshold, target or stretch performance. The lollowing table summarises how entitlements have been

calculated for each of the two performance measures:
. PERFORMANCE LEVEL

[

LTI PLAN OFFER WEIGHTING BELOWTHRESHOLD ~ THRESHOLD TARGET STRETCH

TOTAL ' 2004-2006 0% <50th%ile <50thile 2nd%ile >75th%ile

| SHAREHOLDER  *  2005-2007 50% <50thile <50thile 62nd%ile >75th%ile
! RETURN . 2006-2008 50% <SO0thile <50thite 62nd¥%ile >75thie
ROFE © 2004-2006 50% <15% 15% 17% 19%

S 20052007 50% S <T% 17% 19% 21%

' 2006-2008 50% <17% 17% 19% L U%

REWARD % . 2004-2006 100% 0% - 50% 100% 150%
 2005-2007 100% 0% 50% 100% 150%

2006-2008 100% 0% 50% 100% 150%

Should TSR fad to meei the threshold performance requirements it may be retested after 12 months Once the rights have vested and been
converted 10 shares, the LT Plan requires the shares to be held in a seven year holding lock The LT1 Plan Rules enable the holding lock to be
lifted subject to Board' approval
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The Company’s Share Trading Policy prevents Directors and executives from dealing in shares:

— where they are in possession of price sensitive information that is not publicly available;

- in the two months preceding the lodgement of the half-year and annual results to the ASX; and

- for a short-term gain.

In addition, Directors and executives are limited to trading in David Jones shares:

- one month after the release to the ASX of the half-year and annual resufts;

— from the date the annual report is lodged at the ASX through to ane month after the date of the Company's annual general meeting and
- the rights trading period when the Company has issued a prospectus for those nghts.

The LTI Plan is subject to ongoing review by the Board in light of changing business requirements and market circumstances. A complete review
has been undertaken during 2006 to ensure the LTI Plan achieves its stated objectives.

4.4.4 Link To Company Performance
ROFE

The table below demonstrates that the Company performance for ROFE has been increasing since 2002 and there has been a direct correlation
in the David Jones share price over this time. This is a further reflection of a measure that aligns Company performance with shareholder value.

YEAR ’ Fy02 FYo3 Fr0o4 FY0s FY06
ROFE 12.4% 14.8% 26.1% 30.0% - 404%

The above ROFE numbers are calculated under AGAAR The Board has determined that performance will continue to be measired under AGAAP
for existing plans 10 satisfy the requirements of the plan,

TSR

The table below shows David Jones' TSR performance for the completed 2002-2004, 2003-2005 and 2004-2006 LT) Plan offers. David Jones' TSR
performance for these offers has exceeded the median of the TSR peer group of companies and has resulted in a performance ranking in the top
quartile of the peer group. -

. DAVID JONES' MEDIAN OF DAVID JONES
LT PLAN OFFER ’ TSR RETURN TSR PEER GROUP PERFORMANCE RANKING
2002-2004 80.1% 42.5% Ranked in top quartile
2003-2005 97.6% 71.9% Ranked in 1op quartile
2004-2006 ] - 165.3% 77.5% Ranked in 1op quartile

4.5 Execytive Direcrors' LT) Plan (Retention Offer)

4.5.1 Participation

At the 2005 annual gerieral meeting, shareholders approved a retention offer for the Executive Directors of David jores under the LTI Plan Rules.
The CEO was granted 1.000.000 rights and the Finance Director was granted 600,000 rights subject to performance and employment conditions.

4.5.2 Performance Measures -

Half {50%) of each tranche vests where the CAGR for profit after tax (PAT) is 5%. Maximum vesting {100%) oceurs at |0% CAGR The base year
for PAT calculations is 2004.

The employment condition requires the participants 1o remain continuousty employed by David Jones until 31 July 2008.
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45,3 Caleutation of Enm!emem .

The fo1lownng table hlghllghts the PAT required for each tranche or part thereof 1o vest

"

For each 0.01% CAGR

. - Threshold PAT in PAT, an addiional 0.1% Target PAT
Year Tranche © {50% vests) - of each tranche vests (100% vests)
Fr 2005 i 1 $68.595m $68596m - $71.86Im $71.862m
FY 2006 i 2 $72025m $72.026m - $79.047m $79.048m
£Y 2007 H 3 $75.626m $75627m - $86.952m $86.953m
FY 2008 i Retest $79.408m $79.405m — $95.647m $95.64Bm

It
The above PAT numbe;rs are calculated under AGAAP The Board has determined that performance will continue 1o be measured under AGAAP
1o satisfy the requirements of the plan.
Any rights that fail 10 rri'eéi threshold requirements of each tranche, will be retested on 31 |uly 2008 subject 1o the audited results of David jones,

The Executive D-recionls receive a cash payment equal to dividends that would have been payable had the rights converted to shares upon each
tranche vesting, The paymem is made in each dividend period.

4.5.4 Valuation of retemlon rights

The valuation of the reFten‘uon rights was prepared by an independent valuer using the Black Scholes option pricing model The following inpus -
were used to deter'mme the valuation per retention right:

Grant date 2 December 2005

Share price ._‘ $2.40

Dividend yield 5.83%

Risk free rate t 5.33%

Exercise price $0.00

Volatility 5 8%

The retention rights were valued at $2.40 per right
4.6 LTI Plan (Retenﬂon Offer)
4.6.1 Participation lf

In line with the plan a[.:i;arcwed by shareholders for the Executive Directors, this plan was introduced in April 2006 to protect the ongoing
sugcess of David Jones by retaining key ermployees as a consequence of impending industry restructure, Management recommended, and the
Board approved, the e}nployees selected 1o participate and 4.4 million rights were granted to 43 empioyees. The rights granted are subject to
performance and ernployment conditions.

[}

4,62 Performance Meﬁsures

Half (50%)-of each tranche vests where the CAGR for profit after tax (PAT) is 5% Maximum vesting {100%) occurs at 10% CAGR. The base year
for PAT calculations is 2005

The employment cond_ptuon requires participants to remain cantinuously employed by David jones until 31 July 2008,
4,6.3 Calculation of Entitlement

The following table hughlughts the PAT required for each tranche or part thereof to vest:
For each 0.0§% CAGR

0 * Threshold PAT in PAT, an additional 0.1% Target PAT
Year : Tranche (50% vests) of each trarche vests (100% vests)
FY 2006 ' . | " $B1.755m $81.756m — $85.648m $85.649m
FY 2007 ¢ 2 $85.843m $85.844m — $94.213m $94.214m
FY 2008. ' 3 $90.135m $90.136m - $103.634m $103.635m

The above PAT nurnbers are calculated under AGAAP The Board has determined that pa'farmance will continue to be measured under AGAAP
to satisfy the requirements of the plan.

Should tranches | or 2 fail to meet threshold PAT requirements, the performance condition will be retested on 31 Juty 2008 subject wo the audited
results of David Jones.

No dividend compensation is paid to plan participants, DAVID JKOMNES ANNUAL RESORT 2006 39
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4.6.4 Valuation of retention rights

The vatuation of the retention rights was prepared by an independent
valuer using the Black Scholes option pricing model. The following
mputs were used 1o determine the valualion per retention right:

Grant date 3 April 2006
Share price $2.81
Dividend yield 5.69%
Risk free rate 5.37%
Exercise price $0.00
Volatility 30%

The retention rights were valued at $2.47 per right.

4.7 Executive Option Plan (EOP)

The EOP has been suspended and no further options will be granted -

under the plan. The EOP has been replaced by the LTI Plan.

All options held by KMP were exercised in the previous financial year.
4.8 Other Employee Share Plans

4.8.1 EESP

This plan provides eligible employees the opporiunity to acquire an
ownership interest in the Company. Eligible employees may be offered
up 10 $1.000 worth of the Company’s ordinary shares each year by
way of a monthly salary sacrifice. Shares acquired under an offer must
remain in the Plan until the earlier of three years after allocation, or
termination of employment of the participant ’

No shares were issued to participants under the EESP during the
current or previous financial year.

Non-Executive Directors are not eligible to participate in this plan.

DAVID [ONES ANNUAL REPORT 2006

4.8.2 DESP

Shareholders approved the DESP at the annual general meeting

held on 23 Navember |998.This plan gives eligible employees the
OppOrtunity 10 acquire an cwnership interest in the Company. Eligible
employees may salary sacrifice a minimum of $3.000 to acquire the
Company’s ordinary shares each year In addition. shares may be offered
under this plan:

— as part of rernuneration and incentives subject to terms and
conditions determined by the Board;

- as part of a retention scheme subject to terms and conditions
determined by the Board; and

— upon their election as part of rermuneration for Non-Executive
Directors,

Shares acquired under an offer must remain in the pian until the
earlier of ten years after allocation, o termination of employment of
the participant.

Under the rules of the plan the Board may impose relevant
requiremnents, being vesting conditions and other conditions before
the participant can withdraw shares from the plan.

When a participating employee’s employment ends, they will receive

the Company's shares held on their behalf except where relevant
requirements have been imposed by the Board and not met or where
an employee has-been dismissed as a result of fraud or wrongful
conduct in which case the Board has the discretion to require forfeiture
of any shares under the plan.




5. SUMMARY OF KEY CONTRACTS

During the past 12 months the Company has focused on aligning contracts of employment and terms and conditions for other executives with

the intent of securing the leadership team and ensuring continuity of the Company's performance and shareholder returns. Company exposure has
been reduced by the e?tablishmem of mirimum notice periods for executive initiated termination to six months, capping termination payment at
either six or 12 months and inclusion of restrictive covenants in all contracts.

EXECUTIVE )

DIRECTORS i, TERMINATION BY COMPANY TERMINATION BY EXECUTIVE

Mark Mcinnes POST 31 JULY 2006 POST 31 JULY 2006:

(CE_O) i termination is without cause 12 months’ notice Can terminate by giving | 2 months’ notice.
Bxpiry. 31 July 2008 7 s required.

EC: Entitled to 12 months’ notce.

ST Scheme: recerves STl Scheme payment and a further
payment equivalent to EC at date of termination.

LT Plan 04-D6, 0507 and 0608 offers: based on
successful performance, entitfed as offers fall within
notice period. .

LTi Plan 07-09 offer: based on performance, entitled to

. pro-rata payment for months falling within notice period.

Retention bonus: the Company will issue one share for

¢ each LTI Plan right that has vested from the first, second

and third tranchas as at date of notice.

EC: entitled to EC up 10 terrunation date.

STI Scheme and LTI Plan: entitled to ST1 Scheme and LTI
Plan incentives that have accrued to date of termination.

Retention bonus: retention bonus rights forfeited.

Stephen Geddard
Finance Director
Rolling contract

Y termination is without cause 12 months' notice
is required. .
EC: Entitled to |2 months’ potice.

The Finance Director can terminale his appointment
by giving 12 months written notice. The Finance
Director is prevented from resuming employment
with specified competitors for a period of 12 months
following termination.

Other executives
Rotling contracts

The Company ¢an terminate other executives by
giving 12-months’ notice in writing. EC would be paid
for 12 months.

Other executives can terminate their appoinument by
ghing six months written notice unless employment is
10 be resumed with specified competitors, in which case
12 months notice is required.

After seeking and consudenng independent advice, the Board is satisfied that the termination arrangements of Mark Mcinnes and Stephen Goddard
are reasonable, having rt-gard to Australian employment practices.

6. REMUNERATION OF NON-EXECUTIVE DIRECTORS

Remuneration Phllosophy and Objectives

[
The Company's remwuneration policy s designed to attract a.nd retain appropriately skilled and experienced Non-Executive Directors best able to
protect the rights and interests of shareholders and uphold accountability to shareholders for the Company's performance. The remuneration of Non-
Executive Directors is not linked in any way to the performance of the Compary thus ensuring Director independence and impartiality is maintained.

Remuneration Structure

Non-Executive Directors' fees are recommended by the Committee and determined by the Board having regard to the following:

- the Company’s existing remuneration policies;

- independent remuneration advice; and

— both the responsibilities of, and time commitments required from, each Director to carry out their duties.
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Rernuneration and benefits specialists with experience in Board remuneration, recommend fee levels, which are considered in detail by the
Commitiee. Recommended fee levels are based on survey data of comparable companies and analysis of fee structures for Non-Executive
Directors in a cross section of companies, inclusive of retait. The remuneration of Non-Executive Directors is fixed, that is, Non-Executive Oirectors
cannot participate in either the STl Scheme or LTl Plan that is available to Executive Directors.

In accordance with a resolution of shareholders at the 2004 annual general meeting, the maximum aggregate amount to be paid to Non-Executive
Directors under the David Jones’ constitution is $1,300,000 (including superannuation guarantee contributions). Shareholders approved this amount
in Novernber 2004. Non-Executive Directors base fees are as follows:

Chairman Deputy Chairman Member
Committee ) $ $ %
Board 341,000 198.000 128,000
Remuneration & Nominations Committee 20,500 N/A 15,000
Audit \ 27,100 N/A 19,400

Non-Executive Directors may ahso participate in the DESP by electing to sacrifice Directors’ fees and have shares purchased ur;der the plan at
market vahue. :

Retirement Benefit

Retirement benefits for Non-Executive Directors were approved by shareholders at the 1999 annuat ge;\eral meeting and were based on a
madmum benefit after |5 years of service of five times the average of the previous three years' emoluments.

/At the 2003 annual general meeting, shareholders approved a cap on existing benefits at nine years of service, {three terms as a director) and
closed participation to new directors appointed after 14 October 2003.

Contributions 10 the retirement allowance plan for Non-Executive Directors {other than notional interest adjustments based on the retirement
allowance balance) were discontinued from October 2004. Any amounts that had been previously accrued were crystalised to be held until such .
time as the Director retires from the Board.

Details of the accrued retirement allowance balances for each of the Non-Executive Directors are as follows:

Balance at Notignal Interest Balance at

31 July 2005 to 29 july 2006 29 July 2006

Non-Executive Director 3 % $
Robert Savage 225,052 12,891 237943
John Coates AC . 267,867 ' 15,344 283211
Reginald Clairs AD 138,198 7916 146,114
Paula Dwyer' - - -
john Harvey 92378 . 525t 97.669
Katie Lahey . 236960 < 13573 250533
Total 960455 55015 © 1015470

' Pauta Dwyer was not entitled to the retirement allowance.

Details of the remuneration of the Non-Executive Directors for the year ended 29 July 2005 and the previous financial year are set out in
section 7 of this Report
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7. REMUNERATION OF KMP

KMP are persons havmg the zuthority and responsibility for planning, directing and cont.rolhng the Company's activities directly or indirectly.
including Directors of David jones The following persons were KMP of the Conselidated Entity at any time during the financial year:

Name ] Title Period of responsibility
Directars i;
Robert Savage ¢ Chairman and independent Non-Executive Director 31 fuly 2005 - 29 july 2006
John Coates AC b Deputy chairman and independent Non-Executive Director 31 July 2005 - 29 Juty 2006
Mark Mclnhnes Chief Executive Officer and Executive Director 31 July 2005 — 29 July 2006
Stephen Goddard Finance Director and Executive Director 31 July 2005 — 29 Juty 2006
Reginald Clairs A & Independent Non-Executive Director 31 July 2005 — 29 Juty 2006
Paula Dwyer ! Independent Noo-Executive Director 31 July 2005 - 29 july 2006
John Harvey : Indeperdent Non-Executive Director 34 July 2005 - 29 july 2006
Katie Lahey , Independent Non-Executive Director 30 July 2005 - 29 July 2006
Executives :'
Damian Eales i Group General Manager —~ Financial Services and Marketing I Aprit 2006 - 29 July 2006

| Group General Manager — Marketing and Operations 31 July 2005 ~ 31 March 2006
Colette Gamsey b Group General Manager — Apparel, Accessories, Footwear and Cosmetics | April 2006 - 29 Juty 2006

b Group General Manager — Apparel, Accessories and Footwear 31 July 2005 — 31 March 2006
Antony Karp 1 Groip General Manager - Retai Development 31 July 2005 ~ 29 July 2006
Patrick Robinson N Group General Manager — Home and Food 31 July 2005 - 29 July 2006
Paul Zahra ¢ Group General Manager - Stores and Operatians 1 April 2006 — 29 July 2006

Group General Manager — Stores

31 july 2005 — 31 March 2006

DAVID JONES ANNUAL REPQRT 2006
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The following table shows the remuneration of KMP (including the five highest paid executives) of David Jones and the Consolidated Entity for the
year ended 29 july 2006

. Fost-employment Other long- Share-based
Short.{erm employee benefits benefis term henefits payment
Percentage
of  Pestentage
Long remuneration of
Cash Cash Neon Other service ) Lm in LTl remuneration
salary bonus  monetary retirement leave plan Total Flan performance
and fees (ST} benefis  Other Super  benefits’ accrual  Shares? rghts? compensation rights related
3 $ $ $ $ % $ $ % 1 % - %
Executive Directors '
Mark Mclnnes 1,205215 2175000 B.224 598 116336 - 69948 - 1,70085! 5286872 2% 73%
Stephen Goddard 788,897 1,096,500 8,224 747 70898 - 13892 - 821887 2801.045 9% 68%
Non-Executive Directors :
Robert Savage 290228 - - - 19,702 12891 - 20743 T — 343564 - .-
john Coates AC 172,301 - - - 19,702 . 15344 - - - 207347 - -
Reginald Clairs AQ 117,184 - - - 11819 7916 - 15000 - 151919 - -
Paula Dwyer 131,153 - - - 11.784 - - - - 142,937 - -
John Harvey 138,403 - - - 1 2,000 5291 — - - 155.694 - -
Katie Lahey 127,220 - - - 11,450 13573 - - - 152,243 - -
Executives ‘
Damian Eates 400888 292468 908 388 37431 - 3951 - 445210 1,181,244 /8% . 2%
Colette Gamsey 564,107 450201 10430 374 50107 - 20862 - 499509 1595690 % 60%
Antony Karp 415,582 560409 6,348 299 40,779 - 1,242 - 359,804 1384463 26% 66%
Patrick Robinson 531882 427,738 7853 2,182  489%7 - 13214 - 499509 1531315 3% 61% -
Paul Zzhra 545723 450,201 - 464 50975 -~ 17,184 — 499509 1565056 % 6l%
Total 5439483 5452517 41987 6052 501,920 55015 140393 35743 4826279 16499.38%
Notes:

' 'Chher retirement benefits' represents an adjustrment equivalent to deposit interest paid by trading banks on previously frozen Directors
retirement allowance. '

? ‘Shares' represents the dollar value of shares salary sacrificed under the DESP during the financial year.

? LTI Plan rights’ is the independent value ascribed to LT Plan rights provided 1o executives as part of their remuneration. Further details of the
LT Plan can be found in section 4 of the Remuneration Report
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The f'ollowing table shows the remuneration of KMP (including the five highest paid executives) of David Jones and the Consolidated Entity for the

year ended 30 July 2005:

Post-employment  Other long. Share-based
Short-term employee benefits benefits term benefity payment
Percentage
Ln of  Pergentage
: Long Plan remuneration of
4 Cash Cash Non Crher service rights in LTl remuoneration
 salary borws  menetary retirement leave and Total Plan  performance
and fees (ST} benefts  Other Super  benefizs' accrual  Shares? optiors?  compersation nighs related
v 3 ) . 3 % $ $ 3 $ 3 .0% %
Executive Directors ’
Mark Mcinnes l.262_. 170 2,175,000 5370 1,702 116337 - 24795 — 1962662 5548036 35% 75%
Stephen Goddard 750,494 574600 44932 2353 66,506 - 30317 - 638497 2107699 30% 58%
Non-Executive D:rectors . '
Robert Savage 255 198 - - |.876 13,123 7858 - 3750 - 281805 - -
John Coates AC I52.983 - - 1,089 11,387 11,424 - - - 176,883 - -
Reginald Clairs AO 94 S04 - - 150 9891 4,825 - 15000 - 124,770 - -
Paula Dwyer | I6 960 - - 40 10526 - - - - 127526 - -
John Harvey | i:§.6I2 - - 219 10,273 3,225 - - - 128,329 - -
Katie Lahey IQ9.6IB - - 111é 9866 10,106 - - - 130,706 - -
Executives ’ N )
Darnian Eales ) 3603]8 221844 13864 I8 31,539 - 2,705 - 173483 805,571 21% 49%
Colette Gamsey, 51 2.582 354,682 13855 3023 47545 - 23791 - 373779 1329257 8% 55%
Peter Helson 273 864 117813 30711 1,508 24,420 - 6562| - 76,569 531,406 19% 7%
Antony Karp* | I3693 65,593 1.587 - 11,033 - 102 - 30474 222479 14% 43%
Patrick Robinson 5 113.735 319.213 7564 4273 47,747 - 12770 - 373779 1279081 29% 54%
Paul Zahra 560278 354,682 - 3281 49,524 - 18682 - 369560 1,356007 7% 53%
Total S,I‘é’l 409 4183477 117883 22648 459717 37438 119783 18750 3998500 4, 149,555 ,
Notes: L

¢ *Other retirement b;eneﬁts' represents an adiustment equivalent o deposit interest paid by trading banks on previously frozen Directors

retirement allo'mnce

-

‘Shares’ represents the dollar value of shares salary sacrificed under the DESP during the financial year.

1 LTI Plan rights and épnons is the independent value ascribed to LTI Plan rights and optiens provided to executives as part of their

remuneration. Funher details of the LTI Plan can be found in section 4-of the Remuneration Report.

¢ Antony Karp Jomed the Company in April 2005.The remuneration figures disclosed are for the period Aprit 2005 to july 2005.

=
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B. EQUITY HOLDINGS OF KMP
LTI Ptan rights holdings of KMP s
The following tables shaw, the mavements in LTI Plan rghts holdings of KMP for the current and prior financial year
For the year ended 29 July 2006

Minkmum Maximum

i Vested vakoe of value of Fairvalue Fairvalue  Far vaue
I Holding at Granted a3 dun'ng Holding at award award of mgm  of right of right
I . 30 juy 2005’  remuneration! theyear’s  Subdowl! 29 fu 2008'  toves  wowvest’  -TSR -ROFE - NPAT
Name LTI Plan Number Number Number b 3 Number s 3 $ $ 3
| Directors?
! Mak 0305 offer 296,296 - (29629) - - o~ 186 159 -
' Mcinnes  03-05 supplementary 398,148 - (398,148) - - - 306 215 -
! 04-06 offer 263014 - - 263014 - - 136 149 -
' 04-06 supplementary 250,685 - - 250,685 - . - 22312 ;3 -
! 05-07 offer 382653 - - 382,653 — 308673 196 192 -
! 06-08 offer - 449380 - 449,380 - 820867 239 206 -
05-08 retention offer - 1,000000 - 1,000,000 - 1200000 - - 240
Aggregate value $3.631.301 $2583.334 $8.214,635
Stephen  03-05 offer 194,444 - (194.444) - - - 1.86 1.59 -
Goddard 03-05 supplementary 120,371 - (120371) - - - 306 215 -
04-06 offer . 158219 .- - 158219 - - 1.36 1.49 -
04-06 supplementary 74,658 o= - 74,658 - . - 232 203 -
0507 offer 173469 - - _ §73,46% - 139932 196 192 -
06-08 offer - 175620 - 175,620 - 320799 239 206 -
05-08 retention offer - 600,000 - . 600000 - 720000 - -, 240
Aggregate value $1.920,199 $I170111 $3092310
Executives
Damian  03-05 offer 58.565 - {58565) - - = 186 159 -
Eales 04-06 offer 51,199 - - 51,199 - - -1.36 1,49 -
04-06 supplementary  44.6%1 - - 44,691 - - 232 203 -
0507 offer 71429 - - 71429 - 45238 137 162 -
06-08 retention offer ~ 400000 - 400000 — 658667 - - 247
Aggregate voiue $988.000 3217861 $1,205861
Colene 0305 offer 92,639 - (92639 - - - 186 159 -
Garnsey  03-05 supplementary 122,176 - (122.176) - - - 1.86 1.59 -
04-06 offer 68,527 - - 68.527 - - 136 149 -
04-06 supplementary 90377 - - 90,377 - - 1.36 149 -
05-07 offer 118367 - - 118367 - 74966 137 162 - i
06-08 retention offer - 400000 - 400000 - 658,567 - - 247
Aggregate volue $988.000 $799.011 $1.787.111 '
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Minkum Maamum
Vested value of vale of  Fairvalue Farvalee  Fair value

Holdingat  Granted as during Holding at award award  ofaght  ofrigh  ofnght

. 30 aaty 2005'  remuneration’ the year Sub-total' 27 uly 2006' 10 vest 10 vest! ~TSR —ROFE = NPAT

Name 1T Plan T Number Number MNurnber $ Number 3 $ ] $ $

Antory 0507 offer 48,112 - - 48.112 < 30470 137 482 -

Karp 0608 retention offer - 400000 ~ 400.000 - 658667 - - 247
Aggregate value $968.000 $988.000

Patrick  03-05 offer 85.824 - (85824) - - - 186 159 -

Rabinson 03-05 supplementary 128391 - (128991} - - - 1.86 159 -

04-06 offer | 67.740 . - - 67,740 - - 136 149 -

04-06 supplementary 91,164 - - 9t,164 - - 136 149 -

05-07 offer 118367 - - : 118,367 - 74966 137 162 -

06-08 retention offer - 400000 - 400,000 -~ 658,667 - - 47
Aggregote value $988000 $79%.11) $1.787.111

Paul 03-05 offer! 84,759 - (84759) - - - 18 159 -

Zahra  03-05 supplementary 130,056 - - {130056) _ - - - 186 159 -

0406 offer. 67.740 - - 67740 -~ - 136 149 -

04-06 suppiementary 91,164 - R 91,164 - 136 149 -

05-07 offer 118,367 - - 118367 - 74.966 137 162 -

06-08 retention offer - 400000 - 400,000 -~ 658,667 - - 247
Aggregate volue $988000 $799.0114 $L7E7I10

Notes: ]

' The numbers disclo.%ed zbove are the larget potential ordinary shares that could be allocated to each KMP under the LT1 Plan. The actual
number of shares issued could be higher or lower. dependent on Company performance,

1 Non-Executive Directors are not entitled 1o participate in the LT1 Plan and therefore no holdings are disclosed.

' This is an estimate E;fthe maximum possible total value of the rights to be recognised in future financial years,

* No LT! Plan rights were forfeited during the year
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LT Plan rights holdings of KMP (continued)
For the year ended 30 Juty 2005

Minirn Madmum
Vested vabe of  value of Farvae Far vake
Holdirg st Gramed as during Holdrgat  awad  award  ofright  of right
' I juy 004"  remuneration' e year Sub-toral® 30 )uly 2005'  towem  wven’ -TSR' - ROFE!
Name LT PMan Number Number Number $ Nummper s 3 LY 3
Directors?
Mark Mcinnes 02-04 offer 100,000 - (100000} - - - NA NA
03-05 offer . 296296 - 296,296 - - 1.85 159 .
03-05 supplementary - 398,148 398,148 - - 306 215
04-06 offer 263014 - 263,014 - 157,589 1.36 1.49
04-06 supplementary - 250.685 250,685 — 224,154 232 203
05-07 offer - 382,653 382,653 - 617347 1.96 192
Aggregate volue $2.849.663 $286500 $3.136,163 '
Stephen Goddard 02-04 offer 125,000 - {125000) - - - NA, NA
03-05 offer 194,444 - 194,444 - - 1.86 1.59
03-05 supplementary - 12037 120371 - - 306 25
04-06 offer 158,219 - 158.219 ~ 94800 136 1.49
04-06 supplementary - 74,658 74658 - 66757 131 103
05-07 offer - 173.469 173.469 - 279863 1.96 192
Aggregote value $998331 8356125 31356456
Executives - .
Darnian Eales 03-05 offer 58,565 - 58,565 - - 1.85 1.59
04-06 offer 51,199 - 51,199 - 30677 1.36 +49
04-05 supplementary - 44,691 44,691 - 39961 232 203
05-07 - 71,429 71,429 - 90477 1.37 162
Aggregote value $2555%9¢9 $255559
Colette Gamsey  02-04 offer 45,000 - {45,000} - - - NA NA
03-05 offer 92639 - 92,639 - - 1.86 1.59
03-05 supplementary 122,176 - 122,176 - - 1.86 1.59
04-06 ofler 68,527 - 68,527 - 41059 1.36 |.49
04-06 supplementary 90377 - 90,377 - 54151 1.36 1.49
05-07 offer - 118367 118,367 - 149932 1.37 1.62
Aggregate votue $224.897 $128925  $353822
Peter Helson 02-04 ofler 40,000 - (40,000} - - - NA NA
03-05 offer 38,889 - - 38.889 - - 1.86 1.59
0406 offer 29,870 - - 29,870 - 17897 .36 1.49
05-07 offer - 23214 - 23214 - 29404 137 1.62
Aggregate value $44,107 3114600  $158707
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Minifrum

Maxirrnm

) Vested valie of  value of Fairvake  Fair value
i Holding at Gramed as dunn# Holding at aerrd award  of right of right
v 31 puly 2004*  remuneration’ the year Sub-tota® 30 July 2005' wovest  toves” -TSR' - ROFE*
Name LT Plan Number Number Number Number b 3 -4 5 3
Antony Karp 05—‘:;07 offer - 48.112 - 48,112 - 60542 1.37 1.62
Aggregate value $91.413 91,413
Patrick Robinson  02-04 offer 45000 - (45.000) - - - NA NA
OB:TOS offer 85824 - - 85,824 - - 186 1.5%
03205 supplementary* 128991 - - 128991 - - 1.86 159
04:-06 offer 67,740 - - 67,740 - 40588 1,36 1,49
04406 supplementary 91,164 - - 91,164 - 54622 1.3 1.49
0507 offer - 118,367 - 118,367 - 149932 .37 1.62
Aggregate vohue $224.897 $128925  $353822
Paul Zabra 02—04 offer 21,500 ~ (21,500 - - - NA NA
03;05 offer 84,759 - - 84,759 - - 1.86 159
03;—05 supplementary 130056 - - 130,056 - - 1.86 159
04:—06 offer 67,740 - - 67,740 - 40,588 .36 1.49
04:706 supplementary 91,164 - - 91,164 - 622 1.36 1.4%
05:07 offer - 118,367 - 118,367 - 149932 1.37 162
Aggregate value $224897 361693  $286590 : '
0
Notes: !}

' The numbers disclosed above are the target potential ordinary shares that could be aliocated to each KMP under the LTI Plan. The actual
number of shares issued could be higher or lower. dependent an Company performance.

- ok o ow

Non-Executive Directors are not entited to participate in the LTI Plan and therefore no holdings are disclosed.

This is an estimate :::I»f the maximum possible total value of the rights to be recognised in future financial years.

LTI Plan rights unde'fr the 02-04 offer do not have a value disclosed as these rights were issued prior to the commencement of AASBZ.
No LTI Plan rights »:«ere forfeited during the year.
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Shareholdings of KMP

The following tables show the movements in the number of ordinary shares held in the Company. directly. indirectly or beneficially. by each KMP
including their personally-refated entities, for the current and prior financial year. .

For the year ended 29 |uly 2006

Hoelding at Granted as  Allocated under MNet change  Holding at
30 July 2005 remwuneration’ LTl Plan — other? 29 July 2006
Directors
Reobert Savage 63.66% 9,649 - - 73318
John Coates AC 38.589 - - - 38,589
Mark Mcinnes 150,000 - 1,041,667 - 1191667
Stephen Goddard 187,725 - 472,222 - 659,947
Reginald Clairs AQ 156077 5700 - - 161,777
Paula Dwyer 30,000 - - - 30,000
John Harvey 30,000 - - - 30,000
Katie Lahey 21995 - - (11.430) 10,565
Executives .
Damian Eales - - 87,847 - 87,847
Colette Garnsey 67,500 - 32222 - 389,722
Antany Karp - - . - 4,190 4,190
Patrick Robinson 68.735 - 322222 - 390,957
Paut Zahra 32515 - 32222 354,747
For the year ended 30 luly 2005
Allocated Recerved on -
Holding at Granted as under exercise Net change  Holding at
31 July 2004 remuneration' LTI Ptan of options —other? 30 Juty 2005
Directors
Robert Savage 61,804 1,865 - - - 63,669
John Coates AC 38589 - - - - - - 3858%
Mark Mcinnes - - 150,000 800,000 (800.000) 150,000
Stephen Goddard 225 - 187,500 800,000 (800.000% 187,725
Raginald Clairs AO 148,621 7456 - - - 156,077
Paula Dwyer 30.000 - - - - 30,000
John Harvey 30,000 - - - - 30,000
Katie Lahey 17,554 - - - 4441 21995
Executives
Damian Eales - - - - - -
Colette Gamsey - - 67,500 300.000 {300,000} £7.500
Peter Helson 2591 - 60,000 300,000 (50.000) 312,591
Antony Karp - - - - - -
Patrick Robinson 1,235 - 67.500 300,000 (300,000) 68,735
Paul Zahra 225 - 32.300 150000 (1500009 32525
Notes:

' Shares acquired through the DESP on a salary sacrifice basis.

! 'Net change — other’ includes on-market purchases and sales of ordinary shares.
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Executive Option Planlf'houdings of KMP -
For the year ended 29 July 2006
‘ .
No cptions were issuea (as this plan was replaced by the LT1 Plan), and therefore, there were no options held, directly or indirectly, by any KMP

* | during the year. :'
For the year ended 30 i}uly 2005
The following table sh&ws the movernents in executive option plan holdings of KMP for the 52 weeks ended 30 July 2005.
E Balance at Granted as Exercised during Balance at
] 30 Juty 2004 remuneration the period 30 July 2005
Executive Directors :
Mark Mclnnes ! _ B00.000 - (800000} . -
Stephen Goddard - 800,000 - {B00.000) -
Executives . .
Damian Eales o . - - - -
Colette Garmsey P 300,000 - (300,000) -
Peter Helson ; ) 300,000 . - (300,000) -
Patrick Robinson ! 300.000 - (300.000) -
Paul Zahra d 150000 - (150.000) -

Non-Executive Directors were not entitled 1o participate in the executive option plan and therefore no holdings are disclosed.

4
9. OTHER TRANSA?:TIONS AND BALANCES WITH KMP

David Jones emplcyee;i'_. inctuding KMP are entitled to a staffl discount on purchases made from the Consolidated Entity. The discount varies
depending on the merfc;wandise purchased and does not exceed 0%

Loans to KMP

There were no loans t?etween the Consolidated Entity and KMP during the current or prior financial year excepl for amounts due for purchases
made on an arm's length basis on the David Jones store card.
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Income
Statement

For the 52 weeks ended 29 July 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

DAID JOMNES UMITED

CONSCUDATED
2006 2005 2006 2005

Note $000 000 $000 $000
Revenue from sale of goods 1,821,560 |.B00.796 1,821,560 1,800,796
Cost of sales (LNS660)  (1.110,147)  (1,115,660)  (1.110,147)
Gross profit 705,900 690,649 705,900 690,649
OCther revenues 2 B4.515 78517 6,956 8466
Employee benefits expense (309.864)  (30786))  (309826)  (307.821)
Lease and occupancy expenses (183,895) (173511 (183.895) {176,453}
Depreciation and amortisation expenses 3 (28,949) (32.900) (28912) (32.576)
Advertising, merchandising and visual expenses (60.460) (72,259) {60.450) (72.259)
Administration expenses (32.257) (29.626) {32.256) (30.445)
Net financing expenses 3 (24.572) 21.634) (5.063) (B23)
Other expenses (28.918) (33.275) (21.541) (27.350)

.. Profit before income tax expense 121,500 98,100 70,905 51388

lncome tax expense [ (40.380) (30,127} (25.038) {14.396)
Profit after income tax expense attributable to equity holders
of the parent entity 25 81,120 67573 45,867 36,991
Basic eamnings per share (cents per share) 8 187 150
Dilvted earnings per share (cents per share) 8 174 ’ 74.5

The income statement should be read in conjunction with the accomparying Notes to the Financial Statements.
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Balance
Sheet
At 29 July 2006 and 39' July 2005
David Janes Limited and its controlled entities
CONSOUDATED DAVID JONES UMITED
,' 2006 2005 2006 2005
Note 3000 $000 $000 $000
CURRENT ASSETS
Cash and cash equNaIe'h;ns 9 173,230 147,245 10,230 10.245
Receivables ; 10 400.79) 406,668 17.195 19727
Inveritories n 73,718 272734 273,728 72734
Financial assets 12 23,733 - 23,733 -
Other assets . i3 11,793 5,053 11,793 4886
Total current assets ,5: 883,275 -+ 831,700 336,679 307.592
NON-CURRENT ASSETS ’
Financial assets 12 740 12 105,983 105.255
Plart and equipment 14 227.641 225,090 127,621 225,065
mangible assets b 15 18,253 17834 7.915 7.463 -
Deferred tax assets 16 5,246 1,463 2,068 -
Other assets F 13 524 4458 524 4,457
Total non-current assets 252,404 248857 344,011 342,240
Tota assets i 1135679  1,080557 680,750 649,832
CURRENT UIABILITIES .
Payables : (7 26712 220773 191,476 181,299
Interest bearing Iiabiiitiﬁes 18 390.575 366030 42,578 -
Current tax liabiities ¥ 19 13.549 21,631 13,549 21631
Provisions ; 20 44.899 41323 44,699 41323
Financial tiabilties 21 31,160 - 31,160 -
Other liabiliies ; 2 37.140 1,358 36,336 389
Toral current liabilities 754.035 651,115 359,998 244642
NON-CURRENT UABILITIES
Provisions ﬁ 20 B.048 9,085 8,048 9,085
Oeferred tax labittes’ 16 - - - 1248
Other fabilities ua 16243 45,806 15,909 45571
Total non-current IIaﬁilities 214,291 54,891 23,957 55904
Tora! liabilities 778,326 706,006 393,955 300546
Net assets 0 357,353 374551 296,835 349,286
EQUITY
Share capital 2 362719 400,091 362719 400091
Reserves 24 17536 9.793 17,536 9.793
Accumulated losses 25 (22,902) (35.333) (83.420) (60.598)
' 357.353 374551 296,835 349,286

Total equity

The balance sheet should be read in conjunction with the accompanying Notes to the Financial Statements,
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Statement of
Changes in Equity

For the 52 weeks ended 29 july 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

CONSOLIDATED

DAVID JONLS LMITED
2006 2005 2006 2005
$000 3000 $000 $000

Total equity at the beginning of the financial year 374,551 350,883 149,286 356,599
Adjustment on adoption of AASBE |32 and AASB |39, ret of tax:
~ Share capital ' . {49.827) - {49.827) -
=~ Accumulated losses {7.792) - {7.792) -
~ Cash flow hedge reserve 900 - 900 -
Cash flow hedges, net of tax (451) - (451} -
Issue of shares: - .
— Employee shares plans 159 199 150 199
- Executive option plan 3865 5396 365 5396
Conversion of reset preference shares 10 ordinary shares 11,940 - 11,940 -
Share-based payments 7.294 5.439 7.294 5.439
Net income/{loss) recognised directly in equity (37.42Y) 11,034 (37.421) 11,034
Profit for the financial year 81,120 67.973 45,867 36992
Tota! recognised income and expenses for the year 43,699 79007 8.446 48,026
Transactions with equity holders in their capacity as equity holders:
Dividends provided for or paid:
- Ordinary shares (60,897) (50.548) {60,897) (50.548)
- Reset preference shares - {4.721) - 4.791)
Total equity at the end of the financial year 357,353 374551 296,835 349,286

The statement of changes in equity should be read in conjunction with the accompanying Notes to the Financial Statements,
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Cash Flow
Statement

For the 52 weeks ended 29 July 20056 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

CONSOLIDATED DAVIO JONES LIMITED
, 2006 2005 2008 2005
MNote $000 $000 $000 $000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers (inclusive of GST) 2,036,428 2023128 2,024,787 1987742
Payments to suppliers and employees {inclusive of GST) (1,894.510) (1904461}  (1.889.706)  (1B76899)
Interest received 55,114 53035 232 1,272
_| Borrowing costs paid (24,699) (21,593} (5.189) (965)
Income tax paid (50,195} (37.068) (34,386} {21,337)
Net cash from operating activities 33(b) 121,738 113.041 95,738 89,813
CASH FLOWS FROM INVESTING ACTIVITIES
Payrents for plant and equipment {32,490) (38.650) (32.490) (38.43%)
Proceeds from sale of plant and equiprent - 26915 - 1932
Payment for purchase of norrlisted Investments - (t2) - 1?)
Net cash from investin:gl activities (32,490} {11,747} {32,4%0) {36519}
.| CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of ordinary shares under Executive option .plan 365 5396 365 5.3%6
Proceeds from issue of ordinary shares under Employee share plan 150 199 150 199
Dividends paid:
- Ordinary shares (60.897) {50.548) (60.897) (50,548)
- RPS - {5.243) - (5.243)
interest paid on reset preference shares (4.165) - {4,165} -
Nert cash from financing activities {64,547) (50.196) (64.547) (50,196)
Net increase/{decrease) in cash and cash equivalents 24,704 51,098 (1,299) 3,058
Cash and cash equivalents at beginning of the financial year 147245 96.147 10,245 7,147
Cash and cash equi.valent.s at end of the financial year 171,946 147.245 8.946 10.245
Nol‘e:
{i} Reconciliation to the balance sheet
For the purpose of the cash flow statement, cash and cash equivalents
is comprised of the following;
Cash and cash equivalents 171,946 147,245 B.946 10,245
Bank overdraft (interest bearing liabilitres) 1,284 - 1,284 -
I : 9 173,230 £47,245 10,230 10,245

The cash flow staterment should be read in conjunction with the accompanying Notes to the Financial Statements.
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Notes to the
Financial
Statements

For the 52 weeks ended 29 July 2006 and 52 wecks ended 30 July 2005
David Jones Limited and its controlled entities

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
— continued

have a significant risk of causing a material adjustment %o the carrying
amounts of assets and liabilities within the next annual reporting period
include provisions, share-based payments, and impairment of goodwall.

The estimates and the underlying assumptions are reviewed on an
ongoing basis, Revisions to accounting estimates are recognised in the
period in which the estimate is revised i the revision affects only that
period, or in the peried of the revision and future periods if the revision
affects both current and future periods.

Except for the impact on accounting policy on the adaption of AASE
132 and AASB 139, the accounting policies have been consistently
applied by each entity within the Consolidated Entity. Where relevant,
the accounting policies appled to the comparative period have been
disclosed if they differ from the current period palicy. '

AASB | First Time Adoption of AIFRS transitional exemptions

The Consolidated Entity has made the following elections in relation
to the transiional exemplions allowed by AASB 1 First-time adoption
of AIFRS.

Business combinations

AASB 3 Business combingtions was not retrospectively applied to

| business combinations prior to | August 2004. As a result, goodwill

armortisation recognised up 1o 31 July 2004 has not been reversed.
Shore-based payment tonsoctions

AASB 2 Shore-bosed payment has been applied to equity instruments
granted after 7 November 2002 that had not vested by | January 2005.

Financial instruments

AASB 132 Finoncial instruments: disclosure and presentation and AASB
139 Finonciol instruments: recognition ond measurement have been applied
from 31 July 2005.The Consolidated Entity has taken the exermption
available under AASB | to only apply AASE 132 and AASB 139 from

31 July 2005, As a result, the comparative information for financial
instruments has been caleulated in accordance with previous AGAAPR

{c) Basis of consolidation

(i} Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists
when the Company has the power, directly or indirectly, 1o govern the
financial and operating policies of an entity so as to obtain benefils from
its activities. In assessing control, potential voting rights that presently
are exercisable or convertible are taken into account. The financial
statements of subsidiaries are included in the consolidated financial
statements from the clate that control commences until the date that
control ceases.

Investments in subsidiaries are carried at their cost of acquisition in the
Company's financial statements.
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(i} Transactions eliminated on consolidation

Intra-group balances and any unreafised gains and losses or income
and expenses ansing from intra-group transactions, are eliminated in
preparing the consolidated financial staternents,

(d) Revenue

Revenue is recognised 1o the extent that it is probable that the
economic benefits will flow to the Consolidated Entity and the revenue
can be reliably measured. The following specific recognition criteria must
also be met before revenue is recognised:

(i} Sale of goods

Revenue from the sale of goods is recagnised in the Income Statement
when the significant risks and rewards of ownership have been
transferred to the buyer. Risks and rewards are considered passed to
the buyer at the earlier of defivery of the goods or the transfer of legal
title to the customer. Revenue from the sale of goods is recognised net
of retums. -

Revenue from the sale of goods on interest-free credit terms is
measured at the fair value of the consideration receivable. The fair value
of the consideration is determined by discounting all future receipts at
the rate of interest applicable to the Consolidated Entity’s receivables
securitisation facility. The unwinding of the difference between the

fair value and nominal value of the consideration is recognised as
interest revenue.

Revenue fram the sale of customer gift cards is recognised when the
card is redeerned and the customer purchases the goods by using the
card, When a revenue transaction involves the issue of a promotional
gift card that may be subsequently redeemed, the future expected
cost of settling the obligation is provided for at the time of the
revenue transaction.

(i) Disruption aflowance

The disruption allowance receved as a result of building works under
the sale and feaseback arrangement (refer to note 26) represents a
reimbursement for rent incurred during a major refurbishment and
compensates for the associated loss of sales and gross profit and
incremental expenses incurred during the period of disruption.

Rent and occupancy expenses for the financial year are disclosed
net of an amount of $1.617 milion (2005: $6.046 million) for
disruption allowance.

{iii} Financial service fees

Revenue from financial service fees relating to the establishment of
customer loans is deferred and recognised over the expected life of the
instrument on an effective interest rate basis. Other fees charped by
the Consolidated Entity for servicing a customer loan are recognised as
revenue as the services are provided.

{v) Interest

Revenue is recognised as the interest accrues using the effective interest
method, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial instrument.
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{e) Expenses
(i) Cperating lease exp'%nses

Payments made under %:perating leases. where the lease agreement
includes predetermined fixed rate increases, are recognised in the
income statemertt on a:sr.raighl-line basis over the term of the lease.
Cther operating lease gayments are expensed as incurred,

Lease incentives receivéd are recognised in the income statement as an
integral part of the 1otdl lease expense and spread over the lease term.

(i1} Net financing expenses

Net financing expensesjcomprise interest payable on borrowings
calcuiated using the eﬁ'ectlve interest method, foreign exchange gains
and losses, gains and Iosses on hedging instruments that are recogrised
in the income statemenL amortisation of transaction costs that are
capitalised and amorused over the life of the bormw:ngs and dvidends
relating to preference shares that have been classified as liabilities.

() Opening e:-q‘)enses.

Pre.opening expenses Ii:n connection with new stores are chargec to
the income staterment Iin the period in which they are incurred.

{f) Income tax |~.

Income tax on the pnofn or loss for the year comprises current and
deferred tax Income t.ax is recognised in the income statement except
1o the extent that it re‘tlates to items recognised directly in equaty. in
which case it is recognised in equily

Current tax is the expected tax payable on the taxable income for the
year based on the corporate tax rate of 30% and any adjustment to
tax payable in respect cf pPrevious years.

Deferred tax is pn:mded for using the balance sheet method, providing
| for temporary d1ﬂ'ereﬁ<':es between the carrying amouns of assets

and liabilities for ﬁnancm] reporting purposes and the amounts used
for taxation purposes, wrth the exception of goodwill, The amount of
deferred 1ax pn::mdedlls based on the expected manner of realisation
or settlermem of the c?rrying amount of assets and fabilities. using 1ax
rates enacted or subs!i_antively enacted at the balance sheet date.

Deferred tax assets ar'i.- recognised for deductible temporary
differences and unused tax losses ontly if it is probable that future
taxable amounts will be available 10 utilise those temporary differences
and {osses. ‘

Tax consolidation

The Company and its wholly-owned Australian resident entities have
formed a tax consofidated group with effect from 28 fuly 2002 and are
therefore taxed as a smgle entity from that date. The head entity within
the tax consolidated group is David Jones,

L

Current tax e)q‘aense. deferred tax liabilities and deferred tax assets
arising from temporary differences of the members of the tax .
consolidated group are recognised in the separate financiat statements
of the members of the tax consolidated group using the ‘group
allocation’ approach. |

Details of the Consolidated Entity’s tax funding agreement and tax
sharing agreement are disclosed at note 6.

{g) Earnings per share
(i) Basic earnings per share

Basic earings per share is calculated by dividing the profit attributable
10 cquity holders of the company, excluding any costs of servicing reset
preference shares. by the weighted average number of ordinary shares
outstanding during the financial year. '

(6) Diluted eamings per share

Ditvted eamings per share adjusts the figures used in the determination
of basic earnings per share to take into account the after income tax
effact of interest and other financing costs associated with dilutive
potential ordinary shares and the weighted average number of shares
assumed to have been issued for no consideration in refation to dilutive
potential ordinary shares.

(h) Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank
and in hand. and short-term deposits with an original maturity of three
months or jess.

For the purposes of the Cash Flow Statement. cash and cash
equivalents consist of cash and cash equivalents as defined above, net of
outstanding bank overdrafts.

{1) Trade and other receivables

Trade and other receivables are stated at amounts to be received in
the future and are disclosed net of any prowvision for doubtful debts.

Collectibility of trade and ather receivables is reviewed on 2n ongoing
basis. Debts which are known to be uncollectible are written off. An
allowance for doubtful debts is made when there is objective evidence
that the Consolidated Entity will not be able 1o collect the debts. Bad
debts are written off when identified in the income statement.

(i} Inventories

Finished gocds on hand or in transit are stated at the lower of cost
and net realisable value with cost primarily being determined using the
retail inventory method. This method utilises the current selling prices
al inventories and reduces prices to cost by the application of average
department mark up ratios,

Net realisable value is the estimated selling price in the ordinary course
of business, less estimated costs necessary to make the sale,

Supplier rebates, discounts and subsidies (to the extent they exceed
the incremental cost for a specific promotion) are recognised as a
reduction in the cost of inventory and are recorded as a reduction

in cost of sales when the inventory is sald. Inventories do not include
finished goods on hand in store departments that are subject to retail
brand management agreements (previously described as concessian
departments) as these goods are purchased from the supplier
immediately prior 10 a sales transaction occurming.
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N otes to the
Financial
Statements

For the 52 weeks ended 29 July 2006 and 52 weeks ended 30 July 2005
Davld Jones Limited and its controlied entities

I, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
- continued

(k} Plant and equipment
()} Owmed assets

ftems of plant and equipment are stated at cost less accumulated
depreciation and impairment losses. The cost of self-constructed
assets includes the cost of matenals, direct labour and an appropriate
proportion of production overheads,

The cost of assets includes the costs of dismantling and removing the
iterns (based on best estimates at the time of acquisttion) and restoning
the site on which they are located. Changes in the measurement of
existing liabilities recognised for these costs resulting from changes in
the timing or outflow of resaurces required to settle the obligation. or
from changes in the discount rate, are also capitalised.

Where parts of an item of plant and equipment have different useful
lives, they are accounted for as separate items of plant and equipment.

(W) Subsequent costs

The Consclidated Entity recognises in the carrying amount of an item
of plant and equipment the cost of replacing part of such an item
when that cost is incurred. i it is probable that the future economic
benefits embodied within the item will flow to the Consolidated Entity
and the cost of the item ¢an be measured reliably, All other repairs
and maintenance costs are recognised in the income statement as an
expense as incurred.

{iiiy Depreciation

Depreciation is charged 1o the income statement on a straight-line basis
over the estimated useful lives of plant and equipment The estimated
useful lives in the current and comparative year are as follows:

Leasehold improvements 10-25 years
Plant and equipment 5-25 years
Computer equipment 3-5 years
Fixtures and fittings 5-13 years

The assets’ residual values and useful life are reviewed, and adjusted if
appropriate, at each balance sheet date.

(iv} Impairment

The carrying values of plant and equipment are reviewed for
impairment when events or changes in circumstances indicate the
carrying value may not be recoverable.

For an asset that does nol generate largely independent cash inflows,
the recoverable amount is détermined for the cash-generating unit o
which the asset belongs.

If any such indication exists and where the carrying values exceed the
estimated recoverable amount. the assets or cash-generating units are
written down to their recoverable amount
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The recoverable amount of plant and equipment is the greater of far
value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.

(1} tncangibles
(n Goodwill

Goodwill represents the excess of the acquisition cost over the fair
value of the Consolidaied Entity's share of the net identifiable assets of
the acquired subsidiary at the date of acquisition. Goodwill is included
within intangible assets and is not amortised. Instead, it is tested

for impairment annmually, or more frequently if events or changes in
circumstances indicate that it might be impaired.

Following initial recognition, goodwill is measured at cost less any
accumulated impairment losses. For goodwill balances recognised prior
to | August 2004, the carrying value is net of poodwill amortisation up
10 31 july 2004.

{il) Software

Software is accounted for in the same way as plant and equipment
except that it is disclosed within intangible assets.

Software s amortised on a straight-line basis over the estimated useful
life of the asset. The useful life of scftware assets for the current and
comparative year was {ve years.

{m) Derivative financial instruments
From | August 2004 to 30 July 2005

The Consolidated Entity has elected to adopt the exemption available
under AASB | 10 apply AASB 132 and AASB 139 only from 31 July
2005.The Consolidated Entity has applied previous AGAAP to the
comparative information on financial instruments within the scope of
AASB |32 and AASB 139, For further information on previous AGAAP
refer 1o the annual report for the 52 weeks ended 30 July 2005.

Adjustments on yonsition date: 31 July 2005

Derivatives are now recognised on balance sheet at fair value, Changes
in fair value are either taken to the income statement or an equity
reserve, At the date of transition (31 July 2005) changes to carrying
amounts are taken to retained carnings or reserves, depending on
whether the critena for hedge accounting are satisfied at the transition
date.The financial impact of this change in accounting policy is disclosed
in note 37.

From 31 july 2005

Derivatives are initially recognised at fair value on the date a derivative
contract is entered into and are subsequently remeasured at fair

" | value. The methed of recognising the resulting gain or loss depends

on whether the derivative is designated as a hedging instrument, and
if so, the nature of the ftem being hedged. The Consolidated Entity




f
designates certain derivatives as either, (1) hedges of the fair value
of recognised assets or-liabilities of a firm commitment {fair value
hedge): or (2) hedges &f highly probable forecast transactions (cash
flow hedges). {,

The Consolidated Entity documents at the inception of the transaction
the relationship betweén hedging instruments and hedged items, as
well as its risk managerilem objective and strategy for undertaking
various hedge transactions. The Consalidated Entity also documents

its assessment, both at hedge inception’ and on an ongoing basis, of
whether the derivatives that are used in hedging transactions have
been and will conlimenlo be highly effective in offsetting changes in
fair values or cash ﬂowf of hedged itermns.

(i} Far value hedge

Changes in the {air val(g’e of dervatives that are designated and qualify
as fair value hedges are recorded in the income staternent, together
with any changes in the fair value of the hedged asset or liabiity that
are attributable to the hedged risk

(i) Cash flow hedge &

The effective portion of the changes in the fair value of derwvatives that
are designated and quilify as cash flow hedges is recognised in equity in
the hedging reserve.The gain or loss relating 1o the ineflective portion
is recognised immedia}'ety in the income statement.

Amounts accumulated in equity are recycled in the income statement
in the periods when the hedged item will affect profit or loss (for
instance when the fortcast transaction that is hedged takes place).
However, when the fo'}ccast transaction that is hedged results in the
recognition of a non- f nanaal asset (for example, inventory) or a non-
financial fiability, the ga;ns and losses previously deferred in equity are
transferred from equity and included in the measurement of the initial
cost ar carrying amount of the asset or liabiity.

When a hedging instrﬁment.emires or i5 sold or terminated, or

when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in equity
and is recognised when the forecast transaction is ultimately recognised
in the income statemént. When a forecast Lransaction is no longer
axpected to occur the cumulative gain or loss that was reported in
equity is immediatety transferred to the income statement.

¢
(iil} Derivatives that dc') not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting.
Changes in the fair value of any derivative instrument that does not
qualify for hedge accounung are recognised immediately in the income
statement.

(n) Other financia! aslscu
From | August 2004 10 30 July 2005

The Cansolidated En{ily has elected to adopt the exernption available
under AASB | 10 apply AASE 132 and AASB 139 from 31 July

2005.The Consolidated Ertity has applied previous AGAAP to the
comparative information on financial instruments within the scope of
AASB |32 and AASE 139, For further information on previous AGAAP
refer to the annual report for the 52 weeks ended 30 July 2005.

Adjustments on transition date: 31 fuly 2005

Financial assets are now recognised at fair value, with the exception
of loans and receivables which are measured at amortised cost
Changes in fair value are taken to the income statement. Al the date
of transition (31 July 2005) changes to carrying amounts were taken
to retained eamings or reserves. The financial impact of this change in
accounting policy is disclosed in note 37.

from 31 July 2005

The Consolidated Entity classifies its imvestments in the following
categories: financial assets at fair value through profit or foss. and loans
and receivables. The classification depends on the purpose for which the
investments were acquired. Management determines the classification of
its investments at initial recognition.

(i) Financial assets at fair vatue through profit or loss

This category has two sub-categories: financial assets held for trading,
and those designated at fair value through profit or loss on initial
recognition. A financial asset is classified in this category if acquired
principally for the purpose of selling in the short term or if o
designated by management The palicy of management is to designate
a financial assel if there exists the possibility it will be sold in the short
term and the asset is subject to frequent changes in {air vaiue.

(i} Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market They
are included in currem assets, except for those with maturities greater
than 12 months afier the balance sheet date, which are classified as
non-current assets. Loans and receivables are included in receivables in
the balance sheet

(o) Falr value esdmation

The fair value of financial assets and financial liabilities must be
estimated for recognition and measurement.

The fair value of financial instruments traded in active markets {such

as publicly traded derivatives) is based on quoted market prices at the
balance sheet date. The quoted market price used for financial assets
held by the Consolidated Entity is the current bid price. The appropriate
quoted market price for financial liabilities is the curmern ask price.

The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined
using valuation techniques. The Consolidated Entity uses a variety of
methods and makes assumptions that are based on market conditions
existing at each balance date. Quoted market prices or dealer quotes
for similar instruments are used for long term debl instruments held.
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Notes to the
Financial
Statements

For the 52 weeks ended 29 luly 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
~ continued '

Other techniques, such as estimated discounted cash flows, are used
to determine fair value for the remaining financial instruments, The
fair value of interest rate swaps is calculated as the present value of
the estimated future cash flows. The fair value of forward exchange
contracts is determined using forward exchange market rates at the
balance sheet date.

The nominal vatUe less estimated impairment adjustrments of trade
receivables and payables are assumed to approximate their fair values.
The fair value of financial liabilities is estimated by discounting the
future contractual cash flows at the current market interest rate that is
available to the Consolidated Entity for similar financial instruments.

{p) Impairment
() Financial assets carried at amortsed cost

If there is objective evidence that an impairment loss on loans and
receivables carried at amortised cost has been incurred, the amount

of the loss is measured as the difference between the asset's carrying
amount and the present value of estimated future cash flows (excluding
future credit Yosses that have not been incurred) discounted at the
financial asset’s original eflective interest rate {i.e. the effective interest
rate computed at original recognition). The carTying amount of the asset
is reduced either directly or through use of an allowance account. The
amount of the loss is recognised in profit and loss.

The Consolidated Entity first assesses whether objective evidence of
impairment exists individually for financial assets that are individually
significant, and individually or collectively for financial assets that are not
individualty significant. If it is determined that no objective evidence of
impairment exists for an individually assessed financial asset, whether
significant or not, the asset is incduded in a group of financial assets with
similar credit risk charactenstics and that group of financial assets is
collectively assessed for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is or continues 10 be
recognised are not included in a collective assessment of impairment,

It.in a subsequent period, the amount af the impairment loss decreases
ard the decrease can be related objectively to an event occurring after
the impairment was recognised. the previously recognised impairment
loss is reversed. Any subsequent reversal of an impairment loss s
recognised in profit or loss, to the extent that the carrying value of the
asset does not exceed its amortised cost at the reversal date,

(ifiy Other assets

At each reporting date. the Consclidated Entity assesses whether there
is any indication that an asset may be impaired, Where 2n indicator of
impairment exists, the Consolidated Entity makes a formal estimate of
recoverable amount.

Recaverable amount is the higher of fair value less costs to sell and
value in use. It-is determined for an individual asset, unless the asset's
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value in use cannot be estimated 1o be close to its fair value less

costs o sell and it does not generate cash inflows that are largely
independent of those from other assets or group of assets, in which
case, the recoverable amount is determined for the cash-generating unit
to which the asset belongs.

In assessing value in use, the estimated future cash llows are discounted
to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to
the asset,

An impairment loss is recognised whenever the carrying amount of

an asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognised in the income statement, unless an
asset has previously been revalued, in which case the impairment loss is
recognised as a reversal 1o the extent of that previous revaluation with
any excess recognised through the income statement.

Impairment losses recognised in respect of cash-generating units are
allocated first to reduce the carrying amount of any goodwill allocated
to cash-generating units (group of units) and then, to reduce the
carrying amount of the other assets in the unit (group of units) on a
pro rata basis.

{g) Trade and other payables

Trade and other payables are recognised when the Consolidated Entity
becomes obliged to make future payments resulting from the purchase
of goods and services. The amounts, which are stated at cost, are
unsecured and usually paid within 30-20 days of recognition.

{r} Interest bearing fiabilities

Interest bearing liabilities are initially recognised at fair value, net of
transaction costs incurred. After initial recognition the Habilities are
carried at amertised cost using the effective interest method.

RFS, which are redeemable on a specific date, are classifed as
liabilities. The dividends on these RPS are recognised in the income
statement as a financing expense. The distributions are recogrised on
an accruals basis.

Prior to 31 July 2005 the RPS, now classified as interest bearing
liabilities, were treated as equity and formed part of the Consolidated
Entity's share capital. The transaction costs associated with the capital
raising were recognised directly in equity as a reduction in the proceeds
of the instrumenis.

The distributions, now reated as a financing expense, were treated as
dividends and so recognised only when declared.

Interest bearing liabilities are classified as current fiabilities unless the
Consolidated Entity has an unconditional right to defer settlernent of
the liability for at least 12 months after the reporting date.

{s) Provisions

A provision is recognised in the balance sheet when the Consolidated
Entity has a present legal or consiructive obligation as a result of a past




event, and it is probable that an outflow of economic benefits will be
required 1o settle the dbligation. If the effect is material. provisions are
determined by discounting the expected future cash flows at a pre-
tax rate that reflects cul'rrem market assessments of the time value of
money and the risks spuéciﬁc 10 the liability.

(¢} Employee benefits E‘
(1) Wages. salaries, anntial teave. sick leave and non-monetary benefits

Liabilities for wages and salaries. (including non-monetary benefits)
and annual leave in res’ﬁect of employees’ services up 1o the reporting
date are measured at tlhe undiscounted amounts expected to be

paid when the liability is settled including on-costs such as payroll tax,
superannuation and wérkers compensation insurance.

Non-accurnulating ber\ifns such as sick leave are not provided for and
are expensad as the benefrls are taken by employees.

(i) Long service leave L

The liability for long se%vlce leave is recognised in the provision for
employee benefits and:measured as the present value of expected
future payments to belmade for services provided by employees up to
the reporting date. Colksderauon is given to expected future wage and

salary levels, expenence of employee departures and pericds of service,

Expected future payments are discounted using the rates attached
to national gcwemment bonds at the balance date that have maturity
dates approximating the expected Riture cash outflows.

(i) Superannuation co“ntnbtmons

Contributions to deﬁngzd contribution funds are recognised as an
expense in the income statement as they become payable.

(i) Share-based payménts

Share-based compens%u’on is provided to eligible employees as part
of their remuneration: The fair value of rights granted to employees

is recogrised as an employee benefits expense with a corresponding
wKrease in rescrves (s”han:-based compensation reserve).

The fair value is measi:lred at grant date and recognised as an expense
over the period during which the employees become unconditionally
entitled to the underlying shares.

L]
The fair value of the rights granted is valued by an external valuer
taking into account the terms and conditions upon which the options
were granted.

1
The amount recogniséd as an expense is adjusted to reflect the actual
number of share rights that vest except where forfeiture is only due 1o
TSR not achieving the threshold for vesting.

As disclosed in note |1(b) the Consolidated Entity elected to apply
AASB 2 Share-based Poyment to options pranted after 7 November
2002 that had not vwe;'ted by | January 2005. As a result. share rights
issued prior to this have not been expensed,

(v) Bonus plans

The Consolidated Entity recognises a provision and an expense for
bonuses payable under the STI Scheme based on a formula that
takes imo consideration the profit attributable 1o the Company's
shareholders after certain adjustments. The Consolidated Entity
recognises a provision where contractually obliged or where there is
a past practice that has created a constructive obligation.

{u) Share capital
Ordinary shares are classified as share capital

Incremental costs directly attributable to the issus of new shares or

" | options are shown in share capital as a deduction. net of tax from

the proceeds.
(v) Dividends

Provision is made for the amount of any dividend declared in respect of
ordinary shares on or before the end of the period but not distributed
at the reporting date,

Diidends on preference shares classified as a lability are recognised as
a liability on an accruals basis and expensed as a net financing expense
in the income statement. '

{w)} Foreign currency transactions

Transactions in foreign currencies are translated at the loreign exchange
rate ruling at the date of the transaction. Monetary assets and liabifities
denominated in foreign currencies at the balance sheet date are
translated to Australian dollars at the foreign exchange rate ruling

at the balance date.

(x) Goods and services tax {G5T)

Revenue, expenses and assets are recognised net of the amount

of GST except where the GST incurred on a purchase of goods

and services is not recoverable from the taxation authority. in these
circurnstances, the GST is recognised as part of the cost of acquisition
of the asset or as part of the expense item as applicable.

Receivables and payables are stated inclusive of G5T. The net amount
of GST recoverable from, or payable to, the taxation authority is
included as part of receivables or payables in the balance sheet

Cash flows are included in the statement of cash flows on a gross basis.
The GST component of cash Nows arising from investing and financing
activities, which are recoverable from. or payable to, the taation
authority are classified as operating cash flows.

Commitments and contingencies are discosed net of the amount of
GST recoverable from, or payable 1o, the taxation authority.
(y) Segment reporting

A business segment is a distinguishable component of the Consolidated
Entity that is engaged in providing products or services that are subject
to risks and-rewards that are different from those of other segments.
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Notes to the
Financial
Statements

| For the 52 weeks ended 29 [uly 2006 and 52 weeks ended 30 July 2005
David Jones Limited.and its conuolled entities

CONSOUDATED DAL JONES UMITED
2006 005 2006 2005
Note $000 $000 $000 3000
2 OTHER REVENUES '
Interest revenue — David Jones store card 47820 47985 - . -
Interest revenue — other 7.294 5049 1,477 2426
Financial services fees - David Jones store card 21,328 18016 - -
Sundry revenue 8,073 7,466 5.481 6,040
TOTAL OTHER REVENUES 84,515 78,517 6,958 8466
3. PROFIT BEFORE INCOME TAX
Profit before income tax expense includes the following specific tems:
Depreciation 1{k} 25,828 30033 ) 25,925 29748
Armortisation ()} 1zl 2867 3,087 2828
Total depreciation and amortisation 28,949 32900 28912 32576
Net loss on sale of assets 571 669 57 66%
Net financing expenses: e}
~ Interest and finance charges 20,240 21594 pid] 783
— Net foreign exchange {gain)/loss (65) 40 (65) 10
- Net hedging (gain) {141) - (141) -
- Interest on preference shares 3.684 - 3,684 -
~ Amortisation of transaction costs relating to preference shares 854 - 854 -
Total net financing expenses 24572 21,634 5.063 823
Share-based payment expense 7,294 5439 7,294 5439
Amount set aside to provide for Directors' retirement allowance 55 164 55 164
Defined contribution superannuation expense 22,626 22723 22,626 22723
Rental expense on operating leases: ' I{e)
- controlled entities — minimum lease payments - - - 720
- other persons =~ minimum lease payments 93,138 87973 93,138 87973
— contingent rentals S.17) 5.059 5171 5059
Total rental expense . 98309 - 23032 98,309 95,752
Research activities expensed as incurred - 260 - 260 [
I

4. SEGMENT REPORTING

Business and geographical segments

The Consolidated Entity operates in Australia and was organised into the following divisions by product and service type for the financial period:
~ Department Stores comprising David |ones department stores, rack stores and corporate head office;

~ Financia Services comp;-ising the David Jones store card and other financial services; and

— Property tomprising the land and buildings owned by the Consolidated Entity.
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4.SEGMENT REPORTING - continued

Segment accounting policies .

Segment accounting policies are the same as the Consolidated Entity’s policies described in note 1.

During the financial year there were no changes in segment accounting policies that had a material effect on the segment information.

Rent is charged by Lhc_Property segment to the Department Stores segment at current market rates and eliminated on consolidation.

P

I DEPARTMENT - FINANCIAL
' STORES SERVICES PROPERTY ELUIMINATIONS CONSQUDATED
PRIMARY REPOP.TIN(;: 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
- BUSINESS SEGMENTS $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
REVENUE -
Sales to customers |
outside the f
Consolidated Entity % 1.821.560 1,800,796 - - - - - - 1,821,560 1,800,795
Other revenues x"
from customers :
outside the p
Consalidated Entity : 5072 5624 71740 67429 - - - ~ 76812 73053
Inter-segment revenues - - - - - 2942 - (2.942) - -
Total segment mvenué; 1,826,632 1,806420 71,740 67429 - 1542 - {2942) 1.898.372 1.873.849
Unallocated revere f. ' 7703 5464
Total consolidated revenue ’ ) 1,906,075 (879,313
RESULT i
Segment result 85,503 63,366 34,147 32092 - 2,659 - (2942 119650 95175
Unaflocated expenses ;: 1,850 1925
i !
Net profit before }I
income tax expense | 121,500 98,100
ASSETS )
Segment assets | 561,050 533.144 183452  3B6A2S - - 10,305 7505 954907 927074
Unallocated assets 180,772 153,483
Total assets ,? 1,135,679 1080557
LIABILITIES : .
Segment labilities : 198,593 159875 158349 375504 - - - - 556942 535379
Unallocated fhiabilities - ' 10384 170,627
Tota liabifisies i: T 778326 706006
OTHER SEGMENT '
INFORMATION;
Acquisition of
non-current assets 32497 38636 k) 14 - - - - 32,450 38650
Depreciation and -
amortisation (refer note 3) 28819 32436 130 182 - o |2 - - 16,949 32900
Non-cash expenses
other than depreciation
and amortisation ! 5,032 17935 1,585 402 - - - - 6617 18337
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Notes to the
Financial
Statements

For the 52 weeks ended 29 July 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

CONSOUDATED DAVID JONES UMITED
2006 2005 2006 2005
. 3 $ 3 %
S.AUDITORS' REMUNERATION ,
During the financial year the following fees were paid or payable for services provided
by Ernst & Young, the auditor of David Jones Limited and it's controlled entities:
Audit services
- audit and review of financial reports 504,500 517,327 SO4.500 0 517327
- audit of accounting poficies under the Australian equivalents of the .
International Financial Reporting Standards ) 107,500 166,425 107.500 166,425
- other audit services ' . 61,000 55,500 61.000 55,500
Total auditors’ rermuneration 673,004 739.252 673,001 739252

There were no non-audit services undertaken by the Consolidated Entity's external auditors during the financial year.

$000 $000 $000 $000
6. INCOME TAX EXPENSE
Recognised in the income statement
Current tax expense :
Current year 42,953 35013 27.145 19.346
Over provision in prior years {840) (1.512) {840) (1.512)
42113 33501 26,305 17834
Deferred mx expense/(benefit)
Origination and reversal of temporary differences (2.182) (3.374) (1.716) (3.438)
Under provision in prior years . 449 - © 449 -
) (1,733) {3.374) {1,267} (3.439)
Total income tax expense in income staternent 40,380 3ci127 25,038 14396
Reconciliation between prima facle tax on net profit before ax to rax expense ’
Profit before income 1ax expense 121,500 98,100 70,905 51,388
Tax at the corporate tax rate of 30% (2005: 30%) 36450 29.430 21,272 15416
Increase in income tax expense due to:
~ non-deductible share-based payment expense 1,188 632 2,188 1632
- nan-deductible interest expense on RPS ’ 1105 - 1,105 -
- non-deductible entertainmen 288 426 288 426
- other non-deductible expenses 909 1.541 909 1.541
Detrease in incorme lax expense due 1o
— sale of property . - (763) - (763)
- depreciation of buildings (169) (627) (2) (627)
~ tax consolidation - group allocation - - (331) (7N
] 40,771 31,639 25429 15,908
Income tax expense over provided in prior years (391 (1.512) (ae1) (1.512)
income tax expense 40,380 30,127 25.038 14,396
Current and deferred 1ax recognised direclly in equity
Adjustment on adoption of AASE 132 and AASB 139 (1.855) - {1,855} -
Cash flow hedges (194) - (194) -
{2.049) - (2.049) -
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6. INCOME TAX EXPENSE - continued

Tax consolidation :
L]

The Company and its wholly-owned Australian resident subsidiaries have formed a lax consolidated group for income tax purposes with effect

frorm 28 July 2002 and are therefore taxed as a single entity from that date. The head entity within the tax consolidated group is David Jones.

This entity is legally Ilable for the income tax liabilties of the tax consolidated group. The accounting policies dealing with the accounting treatment

of the tax t:oc'nsolu'latu)r)I are set out in note 1.

Natwre of tax funding Qgreement and tax sharing agreement

]
The members of the r.a'ic consolidated group have entered into a tax funding agreement which sets out the funding obiigations of members of the
1ax consolidated groupiin respect of tax amourts. The tax funding agreement requires payments to/{from) the head entity equal to the current tax
liability/{asset) assumed, by the head entity and any tax losses deferred tax asset assumed by the head entity, resulting in the head entity recognising
an inter-entity payable!(recewable) equal 10 lhe armount of the tax liabifity/(asset) assumed.

The members of the tax consolidated group have also entered inlo a tax sharirig agreement. The tax sharing agreement provides for the
determination of the al_l_ocatron of income tax liabilities between the entities should the head entity default on its tax payment obligations.
No amounts have been recognised in the financial statements in respect of this agreement as payment of any amounts under the tax sharing
agreement is considered remote.

In preparing the accourl\ts for the Company for the current year. the following amounts have been recogmsed as tax consalidation -
contribution adjusimems
. : . DAVID JONES UMITED
g 2006 2005
i ' A
]
Total increasef(reduction) to tax expense of David Jones Limited (15.808) (15.667)
Total increascl(reductic:;n) to imer-company assets of David jones Limited 15,6808 15.667
7. DIVIDENDS ;
Dividends recognised l‘r'\ the current year by the Company are:
. Total
‘ Amount Amount .
. ) Note Per Share $000 Date of Payment
2006 .
Interim 2006 ordinary _ 7000 30582 8 May 2006
Final 2005 ordinary 7.000c 30,315 8 November 2005
Total amount " 60,897
2005 :
Interin 2005 ordinary! 6.000¢ 25495 § May 2005
Final 2004 ordinary  § ' 6.000¢ 25054 9 November 2004
Interim 2005 reset preference : : $4.0833 2381 | February 2005
Final 2005 reset preference $1.0166 2173 | August 2005
Pro-rata dividends on reset preference share conversions T [0) 238
Towl amount - 55,341

(i) Pro-rata dmdmds on the conversion of rese1 preference shares to ordinary shares were paid on the date of conwversion during the financial
year at the rate of B. 1% per annum {refer note 18).
All dividends paid in the current and prior financial year were fully franked at the tax rate of 30%.
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Notes to the
Financial
Statements

For the 52 weeks ended 29 |uly 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlied entities

7. DIVIDENDS - continued

Subsequent event
Since the end of the financial year. the Directors have declared the following dividend franked at the tax rate of 30%:

Total
Amount Amount |
Per Share 3000 Date of Payment -
Final 2006 ordinary 9c 39828 8 November 2006

The financial effect of the final ordinary dividend for 2006 has not been recognised in the financial staternents for the year ended 29 Juty 2006 and
will be recognised in subsequent financial reports,

RPS

RPS have been reclassified in the current financial year as a liability in accordance with AIFRS. As a result the dividends paid on these shares during
the period of $3.684 million have been classified as an interest expense. ‘

In the comparative pericd, the reset preference shares were dassified as share capital and the dividends paid in the comparative pericd have been
disclosed above.

DAVID JONES UMITED
2006 | 2005
$000 3000

Dividend franking account

Franking credits available to sharcholders of the Company for subsequent financial years based on a tax rate of 30%

{2005: 30%) ' 54,568 4007

The above amounts represent the balance of the franking account as at the end of the financial period, adjusted for:

(a) franking credits that will arise from the payment of the current tax liability;

{b) franking debits that wilt arise from the payment of dividends recognised as a liability at the reporting date; and

(¢} franking credits that may be prevented from being distributed in subsequent financial years.

The ability to utilise the franking credits is dependent upon there being sufficient available profits ta declare dividends.

The impact on the franking account of the dividend recommended by the Directors since the end of the financial year, but not recognised as a
liability at year end, wil be a reduction in the franking account of $16.859 million (2005: $12.99 1 million).

For income tax purposes, the Company elected to form a tax consolidated group with effect from 28 July 2002. As a resutt, one franking account
is now maintained by the Company for the tax consolidated group.

CONSOUDATED
2006 2005
Cents Cents
8.EPS
Basi¢ earnings per share 18.7 150
Diluted earnings per share 7.1 145
CONSOUDATED
2006 2005
$000 000
The foliowing data was used in calculating basic and dilutive earnings per share:
Profit afier income tax expense 81,120 67973
Deduct: Dividends on reset preference shares not included in profit after tax - {4.792)
Earnings used in calculating basic earnings per share 81,120 63.181
Add: After tax Interest expense/dividends on redeemable preference shares - 4792
Earmings used in cakulating dilutive earmings per share 81,120 67973
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8. EARNINGS PER SHARE — continued

. CONSOUDATED
i 2006 2005
'_ Number Number
Weighted average number of ordinary shares used in the calculation
of basic eamings per share 433.997.259 420,776,180
Effect of diution:  * & .
RPS i 31,190,140 41050990
LT Plan i 6,558,399 6526036
Retention plan . 2,458,083 -
Executive option plan | - 275,000
Weighted average nurr{Per of ordinary shares used in the calculation )
of diuted eamnings per share 474203881  468.628.206
Weighted average num:per of converted. lapsed or cancelled potential
ondinary shares included in diluted earnings per share 205,450 $5.283

-
There have been no other materfal transactions involving ordinary shares or potential ordinary shares since the reporting date and before the

completion of this FmaE\cial Report
)

CONSOLIDATED DAVID JONES UIMITED
. 2006 2005 2006 2005
£ $000 $000 $000 $000
9. CASH AND CASH fouwmms
Cash at bank and on h:afnd . 10.230 10.245 10,230 10,245
Short-term deposits + 163,000 137,000 - -
! 173.230 147,245 ° 10,230 10.245

Short-term deposits aré: for various terrns maturing within 60 days at floating interest rates between 5.55% to 5.85% per annum (2005: 5.45% to 5.65%).

10. RECEIVABLES
CURRENT f

Store card and credit r&esewe receivables 392,883 394233 - -
Less: Allowance for doubtiul debts {9.482) (7.897) - -
) 383,401 386,336 - -
Refunds receivable from vade creditors . 11,028 13.686 11,028 13686
Less Allowance for doubtful debts ) (3.182) (3.001) (3.182) (3001)
! , 7.846 10,685 7846 10,685
Other debtors g 9,544 9.647 9.349 9042
: 400,79 406,668 17.195 19,727
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For the 52 weeks ended 29 July 2006 and 52 weeks ended 30 luly 2005
David Jones Limited and tts controlled entities

10. RECEIVABLES — continued

All store card and credit reserve receivables are interest bearing, with the exception of receivables relating to interest free sales promotions.
The payment terms vary between each credit option and include the following:

- Stndard Credit Option .

The minimum payment for each statement period is the greater of $10 or 1.85% of the adjusted closing balance plus any unpaid minimum
payments from earlier staterment periods.

- Instalment Credit Option

For each purchase under an instalment credit option, the purchase is divided into a number of equal monthly instalments. The number of
instalments is equal to the number of months specified for the credit option. In each of the months specified for the credit option, an instalment
is added to the minimum payment The first instalment is included in the statement of account for the period which includes the date of purchase.
The minimum payment in relation to a statement period for an instaiment credit option is the sum of the monthly instalments for that statement
period, the interest charges for the statement period, and any unpaid minimum payments from earlier statement periods.

— Credit Reserve

The minimum payment due for each statement periogd is the greater of $10 or 1.8% of the closing balance plus any unpaid minimum payments
from earlier statement periods. )

Refunds receivable from trade creditors and other debtors are non-interest bearing and are generally on 30 to 90 day terms.

Details of the effectrve interest rate and credit risk of current recervables is disclosed in note 34.

COMNSOLIDATED DAVID JONES UMITED
2006 2005 2006 2005
$000 $000 . $000 %000
11, INVENTORIES
Retall inventories . 1(j) 273,728 272734 173,728 272734
273,728 272734 173,728 272734
12. FINANCIAL ASSETS
CURRENT )
Ferwanrd exchange contracts — at fair value 155 - 155 -
Interest rate swap = at fair value 21578 - 23,578 -
23733 - 23.733 -
NON-CURRENT .
Shares in controlled entities — at cost - - Hg.HS F19.415
Provision for write-down to recoverable amount - - (12.872) (13872
Shares in controlled entities — at recoverable amount - - 105,243 105.243
Shares in other corporations = at cost 12 12 12 12
Interest rate swap ~ at fair value 728 - 728 -
' 740 12 105,983 105.255
13. OTHER ASSETS
CURRENT
Prepayments 11,793 5.053 11,793 4,886
11,793 5,053 11,793 4,886
NON-CURRENT .
Prepayments . 524 4,458 524 4457

514 4458 524 4457
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14, PLANT AND EQUIPMENT (NON-CURRENT)
The movements in the tonsoﬂidated Ertity's plant and equipment balances are as follows:
. Leasehold Plant and Computer Fixtures Work
. improvements equipment equipment and fitings m progress Tota!
Consolidated Entity $000 $000 $000 $000 $000 $000
YEAR ENDED 29 JULY, 2006
At | August 2005. net éf accurmulated depreciation 71,652 21817 4657 85590 41,374 225,090
Additions . ‘n 23.287 4778 . $26 10,809 21.857 61,257
Disposals, write-downs and reclassifications (3) - (14 32% - 312
Reimbursements " ‘ (4.660) {988} (8,228) {14.88%) - (28.765)
Transfers : 7,131 1,850 11,458 33899  (58.763) (4.425)
Depreciation charge for. the year (6.866) {4.512) (2.629) (11.821) - {25.828)
Al 29 July 2006, net of _Eccumulated depreciation 90,541 21,945 5770 103,917 4,468 227,641
Ac | August 2005
Cost § 174.747 48935 56,530 228,190 4374 549776
Aceurnulated depreciation (103.095) (27.118) (51.873)  (142,600) - (324.686) -
Net carrying amount * 71652 21,817 4,657 85,590 41,374 225,090
A 29 July 200 5; '
Cost : : 193,604 49,791 45,747 244372 4468 537,981
Accumulated depreciation o (103,063) (26,846) (39.977) (140,455) - {310,341)
Net carrying amount | 90,541 22,945 5770 103917 4,468 227.64
4
* | YEAR ENDED BOJUL‘E 2005
At | August 2004, net of accumulated depreciation 6703% 20,000 7558 79,905 47,199 221,701
Additions E B.975 3344 2553 26,082 31.353 72,307
Disposals, write-downsjand reclassifications 4,495 842 (2.729) (5.113) - (2.505)
Reimbursements . (19.372) (85} (1.222) (15.671) - (36.350)
Transfers 19,462 95 1,231 16,360 (37.178) (30)
3 Depreciation charge for the year (8947 (379 (2734 (15973) - (30.033)
? At 30 July 2005, net of accumulated depreciation 71,652 21817 4657 85590 41,374 225090
Aul August 2004 . ‘
Cost " . 171,282 47,586 59.975 220029 47,199 546,071
Accumulated depreciation (104.243) {217.586) (52417) (140,124 - (324.370)
4 Net carrying amount 67,039 20000 7.558 79.505 47,199 221,701
At30 july 2005
Cost P 174,747 48935 56.530 228,190 41,374 549.776
Accurnulated depreciation (103.095) (27,118} (51.873) ($42.600) - (324,686)
| Net carrying amount " ‘ 71,652 21817 4,657 85.590 41,374 225090 )
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14, PLANT AND EQUIPMENT (NON-CURRENT) ~ continued

For the 52 weeks ended 29 July 2006 and 52 wecks ended 30 July 2005

The movernents in the Company’s plant and equipment balances are as follows:

Leasehold Plant and Cormnputer Fixtures Wark

improvemenis equipment equipment and fittings in progress Totat
David Jones Limited $000 $000 $000 $000 3000 $000
YEAR ENDED 9 JULY 2006
At t August 20058, net of accumulated depreciation 71,652 21,602 4657 85,780 41,374 225,065
Additions 23,287 4778 526 10,809 21,857 61.257
Disposals, write-downs and reclassifications . {3) - (H4) 329 - 2
Reimbursements (4.660) (988) (8.228) (14,889) - {28,765)
Transfars PAR]] 1.850 11,458 33899 (58.763) (4.425)
Depreciation charge for the year (6.866) (4.507) (1.629) (11,.821) - (25.823)
A1 29 july 2006, net of accurnulated depreciation 90,541 22,735 5.770 104,107 4,468 227,621
At | August 2005
Cost 174,747 48,720 56,530 227.980 4).374 549,351
Accumuiated depreciation {103.095) (27.118) (51.873)  (142.200) - (324.286)
Net carrying amount 70,652 21,602 4,657 85,780 41,374 225,065
At 29 july 2006
Cost 193,605 49,576 45,747 144,164 4,468 537.560
Accumulated depreciation (103.064) (26.841) (39977) (140,057 - (309.939)
Net carrying amount 90.541 22,735 5770 104,107 4468 227,621
YEAR ENDED 30 JULY 2005 .
At | August 2004, net of accumulated depreciation 67,039 19,785 7558 80213 47,199 221,794
Additions 8975 3344 2553 25871 31,353 720%6
Cisposals, write-downs and reclassifications 4,495 842 (2.729) (5,182) - (2574)
Reimbursements (19.372) (85) (1.229) (15671) - (36.350)
Transfers 19,462 95 1,231 16,360 (37.178) (30)
Depreciation charge for the year (8.947) (2379 . (2734) (I1SBI1) - (29.871)
At 30 july 2005, net of accumulated depreciation 71,652 21,602 4,657 85,780 41,374 225065
At | August 2004 '
Cost 171,282 47371 59975 220,029 47,199 545,856
Accurmulated depreciation (104243) {27.586) (52417)  (139816) - (324.062)
Net carrying amount 67,039 19,785 7558 8G.213 47,199 221,794
At 30 july 2005 :
Cost 174,747 48720 56,530 227980 41,374 549,351
Accumulated depreciation {103,095} (27118} (51.873) (142,200} - {324,286}
Net carrying amount 71,652 T 21,602 4,657 85780 41,374 225065
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15, INTANGIBLE ASSETS

CONSOLIDATED DAVID JONES UMITED

H Software Goodwill Total Software Goodwill Total

i $000 $000 £000 $000 $000 $000
At 1 August 2005 '.' .
Cost (gross carrying amOunt) 43,592 10,305 53.897 43,364 - 43,364
Accumutated amomsauon (36.063) - (36.063) (35.901) - (35.901)
Net carrying amount | 1519 10,305 17834 7463 - 7463
Year ended 29 july 2006
At | August 2005, net ol' accumulated depreciation 7529 10,305 17834 7463 - 7,463
Additions .| - - - - - -
Disposals and write-downs {885) - (885) (885) - {885)
Transfers I 4425 - 4,425 4425 - 4,425
Amortisation charge fof the year (3.121) - (3,121) (3.087) - 3.087)
A1 29 July 2006, net of :i:;ccumulated depreciation 7.948 10,305 18,253 7915 - 7915
At 29 July 2006 i
Cost - 26,739 10,305 37.044. .26.510 - 26510
Accumulated depreciation (18.791) - {(18.791) (18.595) - (18.595)
Net carrying amount | 7.948 10,305 18,25 7915 - 7915
At | August 2004 :
Cost (gross carrying argmmt) 41,519 10,305 51,824 41,291 - 41,291
Accumulated amortisation (33819) - (33819) (33819) - (33819)
Net carrying arnount l[ 7.700 10,305 18,005 7472 - 7472
Year ended 30 July 206_?5
At | August 2004, net of accumulated depreciation 7700 10,305 18,005 7472 - 7472
Additions v ] 2,693 - 2693 2,693 - 2693
Disposals and wrile-downs v ) - {27 2N - (7
Transfers 30 - 30 k¢ - 30
Amortisation charge for the year (2.867) - {2.867) (2,705) - (2.705)
AL 30 July 2005, net of accumulated depreciation 7529 10,305 17.834 7.463 - 7463
At 30 July 2005 - '
Cost ) . 43592 10,305 53.897 43364 - 43,364
Accumulated depreciation (36063) - (36.063) (35901) - (35.501)
Net carrying amount | 7529 10,305 17,834 7463 - 7463

Impairment test for goodwill

The goodwill balance above relates to the acquisition in 2000 of department stores {or cash generating units (CGUs)) in Western Australia. The
recoverable amount of these CGlUs is determined based on the value in use calculation. The calcufation uses a discounted cash flow projection over
the remaining term of gach store lease, based on financial projections determined by the Company, a grcwth rate of 1% and a pre-tax discount rate of
1543% The recovemu:'.- amourtt cakulated exceeds the total carrying value of the CGUs inchuding goodwill.
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For the 52 weeks ended 29 july 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

CONSOLIDATED DAMID FOMES UMITED
2006 2005 2006 2005
$000 $0C0 $000 $000
6. DEFERRED TAX ASSETS AND LIABILITIES
Deferred tax assets/(liabilities) are attribistable to the foltowing items:
fnventory ’ 5.193 6,808 5.193 6.808
Plant and equipment 13,167 13589 13,175 13608 -
Accrued expenses 4.882 4,381 4,882 4361
Provisions for:
- Directors retirement allowance 305 288 05 288
- Doubtfu! debts 3.799 3270 954 901
- Employee benefits 13,973 12905 13,973 12505
— Restructuring - 27 - 7
- Warrantics B2 300 82 300
— Sales returms 649 745 A9 745
Revenue received in advarce 3059 3673 2718 3,312
Interest free sales 1,259 960 1,259 560
Straight-lining of lease rentals _ 14,414 12415 14,414 12,415
Hedge accounting 2,006 - 2,006 -
Sale and leaseback arrangement (56.576) {57.052) (56.576) (57.052)
Other amounts {966) {826) {766) (826)
5,246 1463 2,068 (1.248)
Deferred tax assets not recognised
Capital tax losses 6,077 6004 - -

The capital tax losses do not expire under current tax legislation. A deferred tax asset has not been recognised in respect of capital tax losses

because it is not probable that future capital profits will be available against which the Consolidated Entity can utilise the benefits from at this time.

The potential future income tax benefit will only be obtainable if:

(i) the relevant entities derive future assessable income of a nature and an amount sufficient’ to enable the benefit to be realised, or the benefit
can be utilised by another éntity within the Consolidated Entity in accordance with Division 170 of the Income Tax Assessment Act 1 997;

(i} the relevant entities continue to comply with the conditions far deductibility imposed by the law,; and
(ii) no changes in tax legislation adversely affect the relevant entities in realising the benefit,

CONSOLIDATED DAVID JONES UMITED
2006 2005 2006 2005
$00C 3000 3000 $000
| 7. PAYABLES
Trade creditors 123,581 108916 123,614 108,942
Other creditors and accruals 113,131 111,857 67,862 72.357
236,712 220773 191.476 181,299
18. INTEREST BEARING LIABILITIES
CURARENT
Securitisation facility 347,997 366030 - -
Short-term borrowing 1,284 - 1,284 -
Reset preference shares 42,148 - 42,148 -
Reset preference shares — borrowing costs (854) - (854) -
390,575 366,030 42,578 -

Information in relation to the Consolidated Entity's exposure 1o interest rate risk and foreign currency risk is disclosed in note 34,
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19, INTEREST BEARING LIABILITIES ~ continued

SECURITISATION FACILITY

Receivables from Davidgjones cardholders are sold to an unrelated
third party. in which the Consolidated Entity has no ownership interest
The Consolidated Entity does not have the capacity to control the
unrelated third party and accordingly does not consolidale the entity.

RESET PREFERENCE SHARES

Ag disclosed in note I([). the RPS have been reclassified in the current
financial year as a liability in accordance with AIFRS.

Terms and conditons i")f RPS

Dividends H

RPS entitle the holder i‘o receive a fully franked non-cumulative
dividend of B.1% per arinurn, fixed untit the first reset date of

| August 2007, if a dividend is declared or ctherwise resalved to

be paid by the Directors. .

Dividends on RPS wil be paid at the discretion of the Direclors in
priority to any dlvrdends declared on ordinary shares.

If any RPS dividend is not paid in full in any peried, then no ‘dividend

or return of capital c.an__lbe paid or conducted in relation to, ordinary
shares unless and until 'éither the:

- Company has paid two consecutive RPS dividends in full or has paid
a shortfall dividend 15 make up for the unpaid amount; or

- holders of RPS pass L specsai resolution approving the paying of the
dividend or return of capital.

The RPS do not conf‘er on holders any right to participate in the
David Jones Shareho!der Rewards S¢cheme.

Conversion ;

Either the Company on:'{ the RPS holders may elect to convert the RPS
to ordinary shares on the reset date. If the holder elects to convert
their RPS, then the Company may elect to arrange a resale for some or
all of those RPS mstead and pay the RPS holder a cash amount equal
'to the value of the ordmary shares that would be deliverable and any
dividend that would be due if conversion of those RPS were to occur
on that date.

8y Deed Poll dated 28  |uty 2005 the Company has irrevocably
promised that it will no longer elect 1o repurchase RPS for cash
{despite such repurchase otherwise being permitted under clause
6.5 (a) and (b) of the 1erms of the RPS contained in the prospectus
dated 4 May 2002). ¢

In certain mrcumstances (including a takeover or scheme of
arrangement. pmposed changes to tax regulation or the aggregate RPS
on issue falling below $30 million in issue price), conversion may occur
earfier. Until the first reset date, the holder will have the right at any
ume to request comersnon of each RPS into 70.1754 ordinary shares.

*

|
]
N
.

Voting

RPS holders will not be entitled to speak or to vote at general meetings
of the Company, except in certain circumstances, in which case holders *
will have one vote per RPS held.

RPS holders have the same rights as ordinary shareholders 10 receive
accounts, reports and notices of meetings of the Company and to attend
any general meetings of the Company.

Ranking

RPS are subordinated to all creditors of the Company.

On a winding up of the Company, the RPS rank ahead of ordinary shares
for a return of capital {equal to the issue price) and for the payment

of any accrued dividend on the RPS,

Borrowing covenants

Under the Syndicated Facility Agreement (as amended) between a
controtied entity, David Jones Finance Pty Limited, and participating banks,
the proceeds from the issue of RPS are specifically excluded from the
definition of financial indebtedness that is used to calculate financial ratios
and limits in relation to the financing facilities set out in note 27.
Mavements in RPS

MNumber of Shares $000
Balance at 31 July 2004 650.000 65,000
Conversion to ordinary shares {109.008) (10.901)
Balance at 30 July 2005 540992 54.099
Opening balance adjustment
re RPS Interest Rate Swap ’ - 400
Moverent in RPS Interest Rate Swap - 41
Conversion to ordinary shares (119.402) T (1L940)
Balance at 29 july 2006 421590 42,148
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For the 52 weeks ended 29 July 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

CONSOLIDATED DAVID JONES LIMITED
2005 2005 2006 2005
Note $000 $000 $000 $000
19. CURRENT TAX LIABILITIES
Movements during the year were as follows:
Balance at beginning of year 21,631 25,198 21,634 25,198
Over provision from prior year (840} {1.512) {840) (1.512)
Current peried income 1ax provision 42,953 35013 42,953 35003
income tax paid (50,195) (37.068) (50.195}) (37.068)
13,549 21,631 13,549 25,631
20, PROVISIONS
CURRENT
Employee entitlements 30 41,759 38.316 41,759 38316
Restoration and make good 834 - 814 -
Restrucuuring - 90 - 90
Sales retums 2,163 2485 2163 2485
Warranties 143 432 143 432
44,899 41,323 44.8% 41,323
NON-.CURRENT
Employee entitlements 30 4818 4701 4818 4,701
Restoration and make good 2,085 2856 2,085 2856
Directors’ retirement allowance 1,015 960 1,015 | 960
Warrarnies 130 568 130 568
8,048 %085 8.048 9.085

Reconciliations

below. The numbers disclosed are for the Consolidated Entity and the Company.

Reconciliations of the carrying amount of each class of provision, excluding employee benefits and Directors’ retirement allowance, are set out

Restructuring  Sales retums  Warranties  Restoration Total

$000 3000 $000 $000 000

Balarce at 31 July 2005 50 2485 1,000 2,856 6431
Prowisions made during the year : - 2007 - 63 2070
Provisions used during the year : - (2.329) {727) - {3.056)
Provisions reversed during the year (90 - - - (90)
Balance at 29 July 2006 ) - 2163 M 2919 2355
Current X ' - 2,163 143 834 3140
Non-current - - 130 2085 2215
Total ’ . - 1163 73 2919 5355
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20. PROVISIONS - continued
{i) Service warrantes .
. [

A prowvision i§ recogniséd for the estimated liability relating to warranty claims on electrical goods covered by the Consolidated Entity's one year
warranty extension pro"gram. The provision is estimated with reference to the level of sales of eligible products, the manufacturer’s warranty period
and the historicat tevel GF warranty claims, The Consolidated Entity's warranty extension program applies 1o sales made on eligible products prior
10 September 2003.

(ii) Sales returns =l

A prowision is recognisgd for the estimated cost of sales returns which have occurred during the period. The prowision i estimated with reference
10 actual sales during lﬁe period and the historical leve! of sales retums processed.in accordance with the Consolidated Emtity's retumns policy.

(iii) Dismantling and réjs:oration

A prowision is recogmslgd in respect of existing lease contracts for the estimated present value of expenditure required to compleie dismantling
and site restoration obligations under those contracts at the reporting date. Future dismantling and restoration costs are reviewed annually and any
changes are reflected iij\ the present value of the restoration and make good provision at the end of the reporting period.

The amount of the pré‘vision for fiture dismantling costs is capitalised and is depreciated in accordance with the policy set out in note | (k).

The unwinding of the ijﬁecl of discounting on the provision is recognised as a finance expense. '

{iv} Restructuring !i . -
A, provision for restructuring is recognised when the Consolidated Entity has approved a detailed and formal restructuring plan and the

| restrucwuring has eithel commenced or has been announced. Future operating costs are not provided for.
I

|' CONSOLIDATED DAVID JONES UMITED
b 2006 2005 2006 2005
g Note - $000 5000 $000 3000
-1 21, FINANCIAL LIABILITIES '
) 1
CURRENT "
Forward exchange contracts — at fair value 242 - 242 -
Interest rate swap — at fair value 30918 - 30918 -
5 - 31,160 - 31,160 -
22. OTHER LIABILITIES
I
CURRENT E
Uneamed revenue a 804 969 - -
Straight-lining of lease rentals © 36336 389 36,336 389
: 37,140 358 36336 389
NON-CURRENT 55
Discount on deferred|payment of interest free sales {d) 4,197 3,201 4,197 3200
Straight-lining of lease. rentals 1,712 40995 1,712 40995
Unearned revernue 34 1610 - 1,375
' ' 16.243 45,806 15.909 45,571

"
1
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For the 52 weeks ended 29 july 2006 and 52 weeks ended 30 July 2005
David Jones Limited and its controlled entities

CONSOUDATED DAVID JONES LIMITED
2006 2005 2006 2005
$000 $000 $000 $000
23. SHARE CAPITAL )
Ordinary shares, fully paid 362,719 350,264 362,719 350,264
RPS, fully paid - 49827 C - 49,827
62,719 400,091 362,719 400.091
Maovements m ordinary share capital
Balance at the beginning of the year 400,091 394,495 400,091 394,495
RPS adjustment on adoption of AASB 132 (49.827) - (49,827) ~
Allocation under LT Plan 150 200 150 200
Exercise of options under executive option plan 365 5396 365 $.396
Conversion of RPS 11,940 - 11,940 -
Balance at the end of the year 362,719 400071 362719 400,091
QAVID JONES LIMITED
2006 005
Number of  Number of
Movements in the number of ordinary shares Shares Shares
Balance at the beginning of the year 425000343 412198689
Cormversion of RPS v B,379.023 7649654
Options exercised under executive option plan 275,000 3.940,000
Shares i1ssued under the LT1 Plan 3427512 1,292,000
437,081,878 425000343

Balance at the end of the year

Terms and conditions of ordinary share capinl

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at meetings

of the company. |

In the event of the winding up of the Company, ordinary shareholders rank after all other shareholders and creditors, and are fully entitled to any

proceeds of hquidation.
Dividend reinvestment plan

As announced on | September 2006, the Company has reactivated its dividend reinvestment plan.

Subsequent event

The Company has received holder conversion notices after 29 july 2006 for the conversion of 39,847 RPS into 2,796,260 ordinary shares.
In accordance with the terms and conditions of the RPS, these RPS will be converted into ordinary shares in the year ending 28 July 2007
resutting in a decrease of $3.98 milion in RPS liaility and a comesponding increase in ondinary share capital.
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Balance at the end of l,he year

L CONSOUDATED DAVID JONES LIMITED
; 2006 2005 12006 2005
£ $000 $000 - $000 $000
24, RESERVES g
Share-based payments F'eserve 17,087 9,793 17,087 9793
Cash flow hedge reserve 449 - 449 -
,f 17536 9,793 17.536 9.793
Movements: I
Share-based payments w'resenne -
Balance at beginning of the year 9,793 4,354 9.793 4,354
LTI Plan expense for the year 7.294 5439 7.294 5439
Balance at the end of the year 17.087 9793 17,087 9793
Cash flow hedge reserve
Bafance at beginning ol ,Ithe year 900 - 900 -
tMovement during the year {451} - (451) -
449 - 449 -

v
Share-based payment ﬁeserve

i
| Cash fiow hedge resezl'vc

The share-based payment reserve is used to recognise the fair valug of LT) Plan rights issued.

The cash flow hedge reserve comprises the effective portion of the cumulative net change in fair value of cash flow hedging instruments related 1o
hedged transactions H\Tl have not yet occurred.

CONSOLIDATED DAVID JONES UMITED

K 2006 2005 2006 2005

L $000 3000 $000 $000
25 ACCUMULATED i.osses
Accurmulated losses at begmmng of the year (35,313} (47.356) {60,598) (42.250)
Adjustment on adopt:on of AASB 132 and AASE 139, net of tax (7.792) - (7.792) -
Net profi atiributable! to mermbers of the parent entity 81120 61973 45,867 36992
Dividends recognised dunng the year on ordinary shares (60.897) - (50.54%) (60,897} (50.549) .
Dividends recognised gunng the year on RPS - (4.721) - (4.791)
Accumulated losses a:i: the end of the year {22.902) (35.333) (83,420) (60.598)
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For the 52 weeks ended 29 July 2006 and 52 weeks ended 30 July 2005
David jones Limited and its controlled entities

16. OFF BALANCE SHEET ARRANGEMENTS

The Balance Sheet should be read in conjunction with the following off

balance sheet arrangement.

Sale and leaseback arrangement

The Consolidated Entity emtered into a sale and leaseback arrangement

with Deutsche Retail Infrastructure Trust (DRIT) in Novernber 2000

wherety the Elizabeth and Market Streets, Sydney and Bourke Swreet,

Melbourne 'properties {Properties) were, in substance, sold by granting

a 79 year head lease 1o DRIT. The non-refundable proceeds received by

the Consolidated Entity of $201 .85 million were recorded in the 28 july

2001 financiat report as proceeds from the sale of property.

Legally, David Jones received a loan from DRIT and has a recognised

right to set-off the rent ($201.85 million at inception) under the head

lease and payables under the loan agreement (320185 million at

inception) in onder 1o settle on a net basis. To the extent that the head

lease rentals exceed the loan payments, the Consolidated Entity is

entitled to set-off the balance against rent payable by it under the sub-

leace referred to below.

The Consolidated Entity has entered into operating sub-leases in

respect of the Properties The operating leases are for an inital term

of 30 years with:

— base rentals calculated on floor space with a 2.5% per annum
quarterly increase; '

- contingent rentals based on turnover, reviewed every flive years,
with a set upper and lower limit.

The Ieases contain two further renewal options of 30 years and
19 years. .

Under the arrangement, DRIT agreed to provide funds to the
Consolidated Entity for the refurbishment of the Properties and
compensation by way of a disruption allowance for the impact of
disruption suffered during the refurbishmens.

In these original arrangements. Deutsche Asset Management {Australia)
Limited (DAMAL), as responsible entity for the DRIT, was to receive
the greater of $100 milion or 50% of the market value of the
Properties in year 2079,

The Consolidated Entity has also entered into agreements with
Deuische Bank AG (DBAG) whereby:

- the Consolidated Entity waives its right to terminate each of the
head leases;

— DBAG agrees to pay the 50% of the sale proceeds due to DAMAL

" on sale of the Properties in year 2079, or the minimum guarantee

amount of $100 million, whichever DAMAL is entiled to, on the
Consolidated £ntity’s behalf:

- the Consolidated Entity waives any entitlement 1o 50% of the
proceeds of sale of the Properties; and

- the Consolidated Entity waives its night to buy the Properties by way
of a pre-emptive right and by a last right of refusal,
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Under the original arrangements an effectively guaranteed residual amount
of $100 milion may have been payable by the Consolidated Entity in

the year 2079 depending on the value of the Properties at that tme.
DBAG was also expected under these arrangements to acquire legal title
10 the Properties in year 2079 and the Consolidated Entity now has no
contractual right to repurchase the Properties during or at the end of the
79 year period. :

In the original transaction, the Consolidated Entity entered into a put
option agreement where elements of DRITs financing totalling $146
milion (28 January 2006: $79 million) could be put to the Consolidated
Entity This put option is only exercisable in remote circumstances

{for example, payment default under the DRIT financial arrangements,
demand under or canceltation of David Jones’ Syndicated Banking
Facility Agreement and trigger events largely associated with the
insolvency of the Consolidated Entity). This resutts in the Consofidateg
Entity having an element of refinarcing risk in the event of a significant
fall in the value of the Properties, which coincides Largaly with an
insoivency or credit event of the Consolidated Entity. However, equity
holders in DRIT take the primary risk of a fall in the improved vatue of
the Properties.

The Consclidated Entity has entered into 30 year interest rate swap
contracts associated with the transaction. The estimated fair value of the
payables and receivables under the swaps at 29 juty 2006 are $30.507
million and $23.578 million respectively (30 Juty 2005: $53.407 million
and $45.937 million). These amounts have been recognised in the
balance sheet as at 29 Juty 2006,

On 3 December 2005, the Consolidated Entity announced to the
ASX that it had entered into Heads of Agreement with DBAG 1o
terminale the head lease and therefore, in a commercial sense, 10
reacquire the Properties.

At balance date, the completion of the proposed transaction remained
conditional and accordingly the financial impact of the transaction has
not been recognised at 29 fuly 2006.




i
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26, OFF BALANCE SHEET ARRANGEMENTS - continued
Events occurring aker balance sheet date

Follewing approval by the mlnorrty interests in DAIT, the transaction was completed on 29 September 2006, The transaction will be recognised

for accounting purpose-s on completion with the following estimated financial effect:

— an increase in propeﬁ‘ty, plant and equipment of $414.0 million reflecting the termination of the head lease, repayment of the head lease loan
and the termination of the interest rate swap contracts.

— a decrease in cash of $62.0 million and increase in current interest bearing liabilties of $350.0 million reflecting the funding of the transaction
from the Consolidatéd Entity's cash reserves and a bridging loan which will be replaced with long term funding in the forthcoming 12 months,

~ a decrease in current financial assets of $23.578 million and current financial liabilities of $30.918 million reflecting the termination of interest
rate swap arrangemﬁnts associated with the original sale and leaseback transaction.
- a decrease in deferred tax liabilnies of $56.576 million reﬂectlng the impact of the transaction on deferred tax balances.

In addition to the abo-g-e. and as a consequence of the execution of the transaction, a decrease in current other liabilities of $35.846 million
{tax effect $10.754 million) reflecting the impact of the transaction on the straight-line rent adjustment balance will also be recognised.

An overall increase in retained eamings of $81.668 million will resutt from the combined after tax impact of those of the above adjustments
that have a profit and loss impact.

Due to this subscquerit event, the following assets and liabilities have been reclassified as current at 29 fuly 06:

— financial liabilities and financial assets in relation 1o the interest rate swap contracts of $30.918 million and $23.578 million respectively.

- other liabiiities in relatnon to the rent straight line adjustment of $35.846 million.

27. CONTINGENT LIAEILITIES

The Directors are of ﬂlwe opinion that provisions are not required in respect of the matters disclosed below., as it is not probable that a future
sacrifice of economic benefits will be required or the amount is not capable of| being reliably measured.

COMNSOUDATED DAVID JONES UMITED
!ﬁ 2006 2005 2006 2005
: $000 $000 $000 3000
{a) Guarantees ‘[

Guarantees to third partles given in the ordinary course of business 926 758 926 758
{b) Litigation f

In the ordinary coursel of business the Consolidated Entity becomes involved in fitigation, Provision has been made for known obligations where
the existence of the I|a|1b||rty is probable and can be reasonably quantified. As the outcomes of these matters rerain uncertain, contingent liabilities
exist for possible amounts eventually payable that are in excess of the amounts provided. The financial estimation of these amounts is impracticable.

(<) Finance facilities ;

A controlled entity, D;;;-\ﬁd Jones Finance Pty Limited, is the borrower of certain finance facilities. The borrowings of David Jones Finance Pty Limited
are guaranteed by t.hc‘ Comparty and each of its controlled entities.

{d) Sale and Ieaseback arrangement .

Contingent kabilities i -n relation to the sale and leasebadc arrangement are shown in note 26,

(e) Deed of cross guirantee

Pursuant 1o ASIC Class order 98/1418 (as amended} dated |3 August 1998, the wholly-owned subsidiaries listed below are refieved from the
Carporations Act 200) requirements for preparation. audit. and lodgement of financial reports, and directors’ reports.

h is a condition of the Class Order that the Company and each of the participating subsidiaries enter into a Deed of Cross Guarantee. The efect
of the Deed, dated 22 March 2005, is that the Company guarantees to each creditor, payment in full of any debt in the event of winding up of
any of the subs:duanes under certain provisions of the Corporations Act. Il a winding up occurs under other provisions of the Corporations Act.
the Company will on?y be liable in the event that after six months any creditor has not been paid in full. The subsidiaries have also given similar
guarantees in the evcnt that the Company is wound up.

The subsidiaries subject to the Deed are:

— David Jones Financial Services Limited
- David Jones Finance Pty Limited

- 299-307 Bourke St.mel Pty Limited

- David Jones Propemes Pty Limited
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David Jones Limited and its controlled entides

27. CONTINGENT LIABILITIES — continued

Summarised Income statement and accumulated ltosses

Set out below is a consolidated income statement and a consolidated balance sheet comprising the Company and the controlled entities that are
party to the Deed, after eliminating all transaclions between the parties 10 the Deed of Cross Guarantee, at 29 July 2006.

CONSOUDATED

2006 2005

$000 $000
Profit befare related income tax expense 119.791 94.641
Intome tax expense (40.420) (28.601)
Profit after income tax expense 79371 66,040
Summary of movements in consolidated accumylated losses
Retained profits a1 the beginning of the year (37,102) 52,738
Adjustment to retained profits on transition to AIFRS, net of tax (7.792) (100.540)
Dividends recognised during the year {60.897) (55.340)

I Net profit attributable to parties of the Closed Group 79371 66,040

Accumulated fosses at the end of the year (26.420) (37.102)
Balance sheet
CURRENT ASSETS
Cash and cash equivalents 173.230 147,245
Receivables 400,599 406,064
Inventories 274,761 272734
Financial assets 23,733 -
Crher assets 12,647 5.489
Total current assets 884,970 831,532
NON-CURRENT ASSETS
Financial assets 105,582 105,255
Plant and eguipment 127642 232619
Intangible assets 7,947 -
Deferred tax assets 5.246 1,463
Cther assets ’ 719 4,625
Total non-current assets 347,537 393962
Total assets 1,232,507 1175494
CURRENT UIABILITIES
Payables 301,202 282479
Interest bearing liabilities 391,430 366030
Current tax liabilities 13,550 21,631
Provisions 44,899 41,323
Financial liabilities 31,160 -
Other %iabilities 1,294 1,358
Toual current liabilities 783515 712821
NON-CURRENT LIABILITIES
Pronvisions 8.048 9.085
Deferred tax liabilities - -
Other liabiltties - 52,089 45,804
Total non-current liabilities 60,137 54,891
Total liabilities B43 672 767,712
Net assets 388835 407782
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27. CONTINGENT I.IABILITIES - continued
Balance sheet = conunued

: : CONSCUDATED
; 2006 2005
: $000 $000
EQUITY §
Share capital \ 397.719 435091
Reserves l 17536 9.793
Accumidated losses ) {26.420) (37.102)
Total equity h 385,835 407,782
i; CONSOLUDATED DAVID JONES UMITED
s 2006 2005 2006 . 2005
,‘; $000 $000 $000 $000
28. COMMITMENTS FOR EXPENDITURE
J
_{Captaal expenditure cclmmi:ments : -

Commitments for the dcquisition of plant and equipment contracted for at the
reporting date but notjrecognised as a liability in the financial statements. payable:

Within one year |< Ho . 14,162 ~ 3110 14,162

Later than one year bul‘l not later than five years - 575 - 575

Later than fve years | - - - -
. ! 2110 14737 3,110 14737

i

Operating lease commitments

Future operaung lease rentals payable:

Within one year .1 88,216 89,102 88,216 89,102

Later than one year but not later than five years . 365.887 373989 365,887 361,142

Later than five years ‘ﬁ. 1.640.548 1.719.803 1.640.548 1,719,803

j] 2094651 2182894 2094651  LI70047

The Consclidated Enmy leases retail premises and warehousing facilities. Generally the operzting lease agreements are for an initial average term
of 23 years and mclude renewal options. Under most teases, the Consolidated Entity is responsible for property taxes, insurance, maintenance and
expenses related to the leased properties.

The aperating lease commltments set oul above comprise base rental payments plus agreed percentage increases.

Further details in relaugn to operating leases of retail properties at Bourke Street, Melbourne and Elizabeth and Market Streets, Sydney are

disclosed in note 26. |
¢
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29. KMP DISCLOSURES

KMP are persons having the authority and responsibility for planning, directing and controlling the Company's activities directly or indirecily,
including Directors of David Jones. The following persons were KMP of the Consolidated Entity during the financial year:

Name Title Period of responsibility
Directors
Robert Savage Chairman and independent Non-Executive Director 31 July 2005 - 29 July 2006
John Coates AC Deputy chairman and independent Non-Executive Director 31 July 2005 - 29 July 2006
Mark Mcinnes Chief Executive Officer and Executive Director 31 July 2005 - 29 July 2006
Stephen Goddard Finance Director and Executive Director 31 Juty 2005 — 29 July 2006
Reginald Clairs AQ Independent Non-Executive Director 31 July 2005 - 29 july 2006
Paula Dwyer Independent Non-Executive Director 30 July 2005 - 29 July 2006
John Harvey Independent Norn-Executive Director 31 July 2005 — 29 July 2006
Katie Lahey Independent Non-Executive Director 31 July 2005 — 29 July 2006
Executives .
Damian Eales Group General Manager - Financial Services and Marketing | April 2006 - 29 July 2006
Group General Manager = Marketing and Operations 31 July 2005 — + Apnil 2006
Colette Gamsey Group General Manager — Appare), Accessories, Footwear and Cosmetics | April 2006 = 29 July 2006
. Group General Manager - Apparel, Accessories and Footwear 34 July 2005 — | Apnil 2006
Antony Karp Group General Manager ~ Retail Development 31 July 2005 - 29 July 2006
Patrick Robinson Group Genera! Manager — Home and Food 30 July 2005 — 29 Juy 2006
Paul Zahra Group General Manager = Stores and Operations | April 2006 — 29 July 2006

Group General Manager ~ Stores

31 July 2005 — § April 2006

Compensation by category for KMP

CONSOUDATED DAVID JOMNES UMITED
2006 2005 2006 2005
$ s $ 3
Short 1emm employee benefits 10,940,039 9515367  10.940.039 9515367
Post employment benefits 556,935 497,155 556.935 497,155
Other long-term benefits 140,393 119,783 140,393 119,783
Share-based payment 4,862,022 4017.250 4,862,022 4047250
16,499,389 14.149.555 16,499,389 14,149,555

Total compensation

The Remuneration Report (section 7) includes disclosures of the individual components of each KMP's remuneration.
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29. KMP DISCLOSURES - continued

EQUITY HOLDINGS OF KMP
LT Man rights holdingg of KMP

The following tables show the movements in LTI Plan rights holdings of KMP for the current and prior financial year:

i
For the year ended 29 |uly 2006

. Mrwmum Maximum
I Vested valve of vae of Far value Far vilue  Fair value
i Holding a} Granted ai dur'ng . Holding a} award awan;i of right  of right of right
" 30 Juty 2005°  remuneration the year Sub-totai® 29 July 2006 to vest to vest =TSR -ROFE - NPAT
Name LTI Pran I Number Nurnber Number S Number ) s 5 3 $
Directors? r
Mark  03-05 offer :‘! 296,296 - {296296) - - - 186 159 -
Melnnes  03-05 supplementary 398,148 - {398,148) - - - 306 215 -
04-06 offer 263014 - - 263014 - - 136 149 -
04-06 supplementary 250,685 - - 250,685 - - 2132 1, -
05-07 oﬂ'er;{ 382653 - - 382,653 - 308673 196 192 -
06-08 offer’; - 449380 - 449,380 - 820867 239 206 -
05-08 retention offer - 1000000 - 1,000,000 - 1,200,000 - - 240
Aggregate value $3631.30t $2.583334 36214635
Stephen  03-05 oﬂerE 194,444 - (194,444 - - - 186 159 -
Goddard 03-05 Supplementary 120,371 - (120371) - - - 306 215 -
04-06 offer { 158219 - - 158,219 - - 136 149 -
0106 supp!ﬂememary 74,658 - - 74,658 - - 232 203 -
05-07 offer 173469 - - 173469 - 139932 196 192 -
06-08 offer} - 175520 - 175,620 - 307%% 239 206 -
05-08 reterition offer - 600000 - 600,000 - 720000 - - 240
Aggregate volue 51,920,199 SLIZLIIL $3092310 ’
|
Executives i
Damian  03-05 offer; 58,565 - (5B565) - - - 186 159 -
Eales  04-06 offeri 51,199 - - 51,199 - - 136 149 -
04-06 supplementary 44,691 - - 44,691 - - 232 203 -
05-07 offer.’ 71429 - - 71429 - 45238 137 162 -
06-08 retention offer ~ 400000 - 400,000 - 658667 - - 247
Aggregate vilue 5988000 $217.861 $1.20586
Colette  03-05 offer| 92,639 - (92.639) - - -~ 186 159 -
Gamnsey  03-05 supplementary 122,176 - (122,176) - - ~ 1.86 1.5% -
04-06 offer; 68527 - - 68527 - -~ 136 149 -
04-06 supplementary 90,377 - - 90377 - - 1.36 149 -
05-07 offer: 118,387 - - 118,367 - 74966 137 162 -
0608 reterition offer - 400000 - 400000 - 658,667 - - 247
Aggregote value $986.000 $799.001 $1,787111!
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29. KMP DISCLOSURES - continued

Vested value of vakie of Fairvalie Fairvatue  Fair vake

Hoiding st  Granted as during Holding at award aad  ofrign  ofogt o ight

30 july 2005'  remuneration’ theyear'  Subtotal 29p4y20068'  tovet  towes’  -TSR -ROFE - NPAT

Name LT Pan Number Number Number s Number 1 3 3 ) : 1

Antory  05-07 offer 48,112 - - 48112 - 30,47) 1.37 1,62 -

Karp 0608 retention offer - 400.000 - ) 400,000 - 658667 - - 247
Aggregate volue $986,000 - 1988000

Patrick  03-05 offer 85,824 - (85829 - - - 18 159 -

Robinson 03-05 supplementary 128991 - (128991) - - - 1.86 1.59 -

04-06 offer 67,740 - - 67,740 - - 1.36 1.49 -

04-06 supplementary 21,164 - - 91,164 - - 1.36 1.49 -

05-07 offer 118,367 - - 118367 - 74966 1.37 1.62 -

0608 retention offer - - 400,000 - 400,000 - 658,667 - - 247
Aggregate walue 1988000 $799.111 $1.787.111

Paul  03-05 offer 84,759 - (84759) - - - 186 159 -

Zahra  03-05 supplementary 130,056 - (130058) - - - 1.86 1.59 -

04-06 offer 67,740 - - 67,740 - - 1.36 |49 -

04-06 supplementary 91,164 - - 91,164 - 36 149 -

05-07 offer 118,367 - - 118,367 74966 | 137 1.62 -

06-08 retention offer - 400,000 - 400,000 - 658667 - - 247
Aggregate volue $988000 $799.011 RL7BAUHII

Notes:

! The numbers disclosed above are the target potenial ordinary shares that could be allocated to each KMP under the LTI Plan. The actual

number of shares issued could be higher or lower. dependent on Company performance.
1 Non-Executive Directors are not entitled to participate in the LTI Plan and therefore no holdings are dlsclosed
¥ This is an estimate of the maximum possible total value of the rights to be recognised in future financial years.
* No LTI Plan rights were forfeited during the year.
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29. KMP DISCLOSURES — continued
For the year ended 30july 2005
o

B Mirimum  Maximum
' Vested value of  valve of Fairvahe Far value
W . Holkgng a1 Grznied as r).nn? Holding at award award  of right of right
v 3y 2004"  remuneration’  the year S’ 30)uy 2005'  tovem  towest  -TSR' - ROFE!
MName LT Pan Number Number Number 3 Number 3 3 3 L
Directors? 'E .
Mark Mcinnes 02-04 offer 100,000 - (100.000) - - - NA NA - -
03+05 offer 296,256 - - 296.296 - - 186 159
037‘05 supplementary - 398,148 - 398,148 - - 306 215
04206 offer 263014 - - 263014 - 157589 136 149
04206 supplementary - 250685 - 250,685 - 224154 22 203
05207 offer - 382653 - 382,653 - 617347 196 192
Aggregate value $2.849.663 5286500 $3136,163
Stephen Goddard 02204 ofter 125,000 — (125000) . - - - NA  NA
03:05 offer 194.444 - - 194,444 - - 186 159
oaios supplernentary - 12037 - 120371 - - - 306 215
MTJOG offer 158219 - - 158,219 -~ 94800 136 149
04206 supplementary - 74,658 - 74,658 - 66757 2.32 203
05207 offer - 173469 - " 173,469 - 279863 196 192
Agiregate vafue $998.331 $358.125 $1.356456
Executives h'
Damian Eales 03205 offer 58,565 - - 58,565 - - 1B 159
04206 offer 51199 - - 51,199 - 30677 136 149
04106 supplementary - 44691 - 44691 - — 39960 232 203
05507 - 71,429 - 71.429 - 90477 137 162
Aggregate value $255599 $255.599
Coletic Garnsey 02504 offer 45,000 - (45.000) - - - NA O NA
oz;laos offer 92,639 - - 92,639 - - 186 159
03:05 supplementary 122,176 - - 122,176 - - 1.86 1.59
04:4'06 offer ° 68.527 - - 68517 - 41059 1.3 1.49
0406 supplementary 90,377 - - 90,377 — 54,151 136 1.49
05-07 offer - 118367 - 118,367 - 149932 137 162
Agiregate value $224897 1128925  $353822
Peter Helson 02%04 offer 40,000 - (40.000) - - - NA . NA
03:05 offer 38,869 - - 38,889 - - 18 159
0406 offer 29,870 - - 29870 - 17897 136 149
05:-07 offer - 23214 - 23214 - 9404 137 162
* Aggregate valve $44,107 $114600  $158707

]
it
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29. KMP DISCLOSURES ~ continued
Minmum  Maximum

Vested vake of  valug of Fairvahe  Far vats
Holding at Granted as d\rin$ Holiding at award award  of right of right
31 July 004" remuneration’  the year Sub-towa® 0k 200"  wwes  wves! TSR —ROFE
Name LT\ Pian Number Mumber  Number s Number s [ 3 s
Antony Karp 05-07 offer - 48,112 - 48112 - 60942 1.37 1.62
Apgregale valug 191413 - $91.413
Patrick Robinson  03-04 offer 45,000 - (45.000) . - - - NA NA
03-05 offer 85824 - - 85,824 - - 1.86 1.59
03-05 supplementary 128,991 - -, 128,991 - - 1.86 159
04-06 offer 67,740 - -7 67,740 — 40588 .36 149
04-06 supplementary 91,164 - - 91,164 - 54622 .36 1.49
05-07 offer - 118,367 - 118,367 - 149932 1.37 1.62
Aggregate volue 3224897 $128925 8353822
Paul Zahra 02-04 offer 21.500 - (21.500) ' - - - NA NA
03-05 offer 84,759 - - 84,759 - - 1.86 1.59
03-05 supplementary 130,056 - - 130056 - - 186 1.59
04-06 offer 67.740 - - 67,740 - 40,588 1.36 149
04-06 supplementary 91,164 - - 91,164 - 54622 1.36 1.49
05-07 offer - 18,367 - 118,367 - 149932 1.37 1.62
Aggregate walue $224897 361,693 3286590

Notes: .

' The numbers disclosed above are the target poiential ordinary shares that could be allocated 1o each KMP under the LTI Plan. The actual
number of shares issued could be higher or lower, dependent on Company performance.

! Non-Executive Directors are not entitled to participate in the LT1 Plan and therefore no holdings are disclosed.

3 This is an estimate of the maximum possible total value of the rights to be recognised in future financial years.

* LT) Plan rights under the 02-04 offer do not have a value disclosed as these rights were issued prior to the commencement of AASB2,

5 No LTI Plan rights were forfeited during the year.

.
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29. KMP DISCLOSURES - continued

{ Limited, Foodland Associated Limited,
[ Metcash Trading Limited, Colorado
iGroup Limited. Housewares
fglmemational Limited. Brazin Limited.

‘Country Road Limited, Freedom
iGroup, Strathfield Group Limited and

Limited, Foodland Associated Limied,
Metcash Trading Limited, Colorado -
Group Limited, Brazin Limited, Country
Road Umited, Strathfield Group
Limited, Miller's Retail Limited, |B Hi-

Fi Limited, Just Group Limited, Rebel
Sport Limited, Oroton Group Limited
and Repco Corporation Limited.

Sumenary of LTI Plans
200370 2004 TO
FEATURE 2005 OFFER 2006 OFFER 2005 TO 2007 OFFER 2006 TO 2008 OFFER
OFFERED TO ‘CEO, Finance Director CEO Finance Director CEO, Finance Dircctor
‘and senior employees and senior employees and sertior employees
VESTING DATE [31 July 2005 31 July 2006 31 July 2007 31 Jty 2008
PERFORMANCE & .
MEASURES . -ETSR campared to peer group and capital management (ROFE)
RETESTING RULES  'The performance period may be excended by one year and retested for the TSR measure
PLAN STATUS .' Fully vested at stretch Performance periods not yet concluded
:
g ASX LISTED RETAILERS
PEER GROUP FOR  AWoolworths Limited. Coles Myer Woolworths Limited, Coles Myer Woolworths Limited, Coles Myer
TSR COMPARATOR, ' Limited, Marvey Norman Holdings Limited, Harvey Norman Holdings Limited, Harvey Norman Holdings

Limited, Metcash Trading Limited,
Colorado Limited, Brazin Limited,
Miller's Retail Limited, |8 Hi-Fi Limited,
Just Group Limited, Rebel Sport
Limited. Repco Corporation Limited
and Super Cheap Auto Limited.

' iininer's Retail Limited.
3
7

BUSINESSES IN A "MATURE INDUSTRY WITH A MINIMUM MARKET
— CAPITALISATION GREATER THAN $200 MILLION

NON RETAILERS THAT
DEMONSTRATE CYQUCAL PATTERNS

GUD Holdings Limited, Downer EDI

Limited. Bank of Queensland Limited,

#Ramsay Health Care Limited, ION

*Limited, McGuigan Simeon Wines

; Limited, Crane Group Limited, Bristile

' Limited, Hills Industries Limited, Transfieldd

£ Services Limited, SPC Ardmona Limited),

i Collection House Limited. GWA

1imemational Limited, Adelaide Bank

» Limited. Australian Pharmaceutical

! indusiries Limited. Reece Australia

; Limited Amalgamated Hoidings Limited

i Adelaide Brighton Limited, Rural Press

| Limited, Coates Hire Uimited, Sigma
Geroup Limited, Bendigo Bank Limited,

- Fairfax Limited, APN News and Media

; Uimited and West Australian Newspaper

¢ Holdings Limited

GUD Holdings Limited, Bank of
Queensland Limited, Ramsay Health
Care Limited, 1ON Limited, Crane
Group Limited, Hills Industries Limited,
SPC Ardmona Limnited, Collection
House Limited, GWA, International
Limited, Housewares International
Limited, Adelaide Bank Limited, Reece
Austraka Limited, Amalgamated
Holkdings Limited, Adelaide Brighton
Limited, Rural Press Limiled, Coates
Hire Limited, Bendigo Bank Limited,
Fairfax Limited and West Australian
Newspaper Holdings Limited.

APN News & Media Limited,
Austereo Group Limited, Funtastic
Limited, Flight Centre Limited, GUD
Holdings Limited, Globe International
Limited, Housewares Limited,

John Fairfax Holdings Limited, Kresta
Limited, Pacific Brands Limited,
Publishing & Broadcasting Limited,
PMP Limited, Salmat Limited, Seven
MNetwork Limited, Southem Cross
Broadcasting Australia Limited,

STW Communications Group Limited,
Ten Network Holdings Limited

and West Australian Newspaper
Holdings Uimited. '

L)
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29. KMP DISCLOSURES — continued

Inputs into the valuation of LTI Plan rights

The valuations of LTI Plan rights were based on the following inputs:

2003 TO 2005 OFFERTO

ROFE — Black Scholes

ROFE — Black Scholes

ROFE - Black Scholes

. 2004 TO 2006 OFFERTO
2003 TO 2005 QFFER EXECUTIVE DIRECTORS 2004 TO 2006 OFFER EXECUTIVE DIRECTORS
GRANT DATE 8 July 2004 26 November 2004 B July 2004 26 November 2004
SHARE PRICE $1.71 $2.23 $171 $223
DIMIDEND YIELD 7.00% 5.83% 700% 583%
RISK FREE RATE 5.25% 4.98-5.08% 5.34% 498-508%
EXERCISE PRICE - - - -
VOLATILITY 23-26% W-25% 23-26% 20-25%
TSR ROFE TSR ROFE TSR ROFE TSR ROFE
VALUATION
$1.86 §0.59 $3.06 $2.15 $1.36 $1.49 $2.32 . 3203
VALUATION TSR = Mante Carlo TSR - Monie Carlo TSB — Monte Carlo TSR - Monte Carle
MODEL USED simylation simulation simulation simulation
ROFE - Black Scholes ROFE - Black Scholes ROFE - Black Schales ROFE - Black Scholes
: 2005 TO 2007 QOFFERTO 2006 TO 2008 OFFERTO
2005 TO 2007 OFFER EXECUTIVE DIRECTORS 2006 TO 2008 OFFER EXECUTIVE DIRECTORS
GRANT DATE 30 June 2005 26 November 2004 3 April 2006 2 December 2005
SHARE FRICE $1.88 $2.23 $281 $2.40
OVIDEND YIELD 7.45% 5.83% 5.69% 5.83%
RISK FREE RATE 5.10% 498-5.08% 5.37% 5.32%
EXERCISE PRICE - - - -
VOLATILITY 27% 20-25% 30% 28%
TSR ROFE TSR ROFE TSR ROFE TSR ROFE
VALUATION
$1.37 $1.62 F1.96 $192 %304 $2.47 $2.39 $2.06
YALUATION TSR — Monte Carlo TSR — Monte Carlo TSR - Monte Carlo TSR — Monte Carlo
MODEL USED simulation simulation simulation simulation

ROFE - Black Scholes
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29. KMP DISCLOSURE§ = continued
The valvation of LTI th:n retention rights issued to Executive Directors:

The valuation of the re{'emion rights was prepared by an independent vahuer using the Black Scholes option pricing model. The following inputs
were used 1o determiné the valuation per retention right

Grant date December 2005

Share price i $240
Dividend yield i 5.83%
Risk {ree rate . 5.32%
Exercise price v $0.00
Volatility ? | 8%

The retention rights were valued at $2.40 per right
The valuation of LTI Pian retention rights issued to other executives:

The valuation of the retlenuon rights was prepared by an independent valuer using the Black Scholes option pricing model. The following inputs
were used to determine the valuation per retention nght:

Grant date . April 2006 . '
Share price r' $281 '

Dividend yield ! 5.69%
Risk free rate ’ 5.37%
Exercise price : $0.00
Volatility | 30%

il
The retention rights were valued at $247 per right.

Sharehaldings of KMP1

The foliowing tables show the movements in the number of ordinary shares held in the Company, du'ectly indirectly or beneficially, by each KMP
including their personally -related entities, for the current and prior financial year

||

For the year ended 29 ‘July 2006 :

i Holding at Granted as Allocated Net change  Holding at

i 30 July 2005 remuneration®  Under LTI Plan —others? 29 July 2006
Directors || .
Robert Savage d 63,669 9649 . - - 738
John Coates AC i ’ 38589 - - - 38,589
Mark Mcinnes 1 : 150,000 - 1,041,667 - 1,191,667
Stephen Goddard & 187.725 - 472222 - 659,947
Reginald Clairs AO - 156077 . 5700 - - 161,777
Pauta Dwyer P 30,000 - - Co- 30000
John Harvey i 30,000 - - - 30,000
Katie Lahey i ' 21995 - - {11,430) 10565
Executives L
Damian Eales , ' - - 87.847 - 87.847
Colette Gamsey N 67,500 - 32222 - 389,722
Antony Karp : ' - - - 4,190 4,190
Patrick Robinson " - 68.735 - 31222 - 390,957
Paul Zahra X 32525 - 222 - 354,747
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29. KMP DISCLOSURES - continued

For the year ended 30 July 2005
Allocated Reteived on

Helding at Granted as under exercise Net change  Holding at
31 uly 2004 remuneration’ LTI Plan of options —other* 30 July 2005

Directors
Robert Savage 61,804 1.86% - - - 63.669
John Coates AC 38589 - - - - 138,589
Mark Mcinnes - - 150,000 800,000 (800,000) 150,000
Stephen Goddard 225 - 187,500 800,000 (800,000) 187,725
Reginald Clairs AC 148,624 7456 - - - 156077
Paula Dwyer 30,000 - - - - 30,000
John Harvey + 30,000 - - - - 30,000
Katie Lahey 17,554 - - - 4,44 21995

Executives
Damian Eales . - - - - - -
Colette Gamsey . - - 67.500 300,000 (300,000 67.500
Peter Helson 2,591 - 60,000 300,000 (50.000) 312591
Antony Karp - - - - - -
Patrick Robinson 1.235 - 67.500 300.000 (300.000) 68,735
Paul Zahra 225 - 32,300 150,000 (150.000) 32,525

Notes to the above tables

! Includes shares acquired through the DESP

? ‘Net change ~ other’ includes on-market purchases and sales of ordinary shares,

Executive Option Plan holdings of KMP

For the year ended 29 July 2006

There were no options held, directly or indirectly. by any KIMP during the year.

For the year ended 30 July 2005 '

The following table shows the movements in executive option plan holdings of KMP for the 52 weeks ended 30 Juty 2005.

Balance at Granted as Exercised during Balance at
31 July 2004 remuneration . . the penicd 30 July 2005
Exccutlve Directors
Mark Mclnnes ' . 800,000 - (800,000) -
Stephen Goddard 800,000 - (800.000) -
Execurives
Damian Eales - - - -
Colette Garnsey 300.000 - (300.000) -
Peter Helson . ' 300,000 - (300,000) -
Patrick Robinson 300,000 - (300.000) -
Paul Zahra 150,000 - (150.000) -

Non-Executive directors were not entitled to participate in the executive option plan and therefore no holdings are disclosed.
Other transactions and balances with KMP

David Jones employees, including KMP are entitled to a stafl discount on purchases made from the Consolidated Entity. The discount varies
depending on the merchandise purchased and does not exceed |0%.

Loans to KMP

There were no loans between the Consolidated Entity and KMP during the current or prior financial year except for amounts due for purchases
made on an arm's length basis on the David Jones store card.
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COMNSOUDATED LD JONES LMITED

2006 2005 2006 2005
30. EMPLOYEE BENEFITS
Employee numbers
Number of stafl employed at balance date 8716 8,426 8,716 8426
Provision for employeu':enr.idemenu
Current ($000) 5 41,759 38316 41759 38316
Non-current ($000) ! 4818 4701 4818 4.701
" 46577 43017 46.577 43017
The present values of emplayee entitlernents not expected to be settled within
twele months of bahnce date have been calcutated using the following assumptions:
Assumed increase in wgge and salary rates 4.0% 4.0% 4.0% 40%
Discount rate 1l 5.9% 5.2% 5.9% 5.2%

The Company contnbutes to several defined contribution superannuation plans.
All superannuation conmbmnons are made in accardance with the relevant trust deeds and the superannuation guarantee legistation.

Share-based payment ;mngements

The Consolidated Entit;.r provides the following share-based payment arrangements to employees:
- LTI Plan (including rejention rights)

— Executive option ptan

- Employee share ptan

- EESP .l

- DESP ’

LT Plan ’

Rights to ondinary shares are granted 1o senior executives under the LTI Plan. Offers are generally made annually to key executives. The
performance period of the rights is typically three years and it is a requirernent that the executive $1ays in continued emptoyment for the full
period. The number of nghts that vest is dependent upon the achi evement of two performance conditions, being TSR and ROFE The rights can
only be equity settled i .'F‘ ordinary shares.

A detailed explanation of the LTI Plan including information on the vatuation of the rights is disclosed in the Remuneration Report
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30, EMPLOYEE BENEFITS — conginued

Summary details of the LTI Plan and movements in rights during the year are shown below.

Movements in the LTI Plan rights for the 52 weeks ended 29 July 2006:

NUMBER OF LTI PLAN RIGHTS
Fair vatue
Exen per right
, Balance at Gramed  Forfeited Yested BRlance cisable  Fair value ROFE/
Offer Cescription/ Date of Expiry sart of during curing during at end of at end per right NPAT
Performance Period grant date the year periad period peniod the year of pear TSR hurdle hurdle
Consolidated and David Jones Limited — 2006
0305 OFFER — SENIOR EXECUTIVES
3 February 2003
=31 July 2005 8uly 2004 31 July 2005 1,738,618 - - 1738618 -~ - %186 $§1.59
03-05 SUPPLEMENTARY OFFER — EXECUTIVE DIRECTORS AND SENIOR EXECUTIVES
3 February 2003
=31 July 2005 26 November 2004 31 July 2005  546.389 - - 546389 - - $306 $LI15
04-06 OFFER — SENIOR EXECUTIVES
| August 2003
-3} July 2006 8 july 2004 3) July 2006 1422704 - 98873 - 1,323831 1,32383) $1.36 3149
04-06 SUPPLEMENTARY QFFER ~ EXECUTIVE DIRECTORS AND SENIOR EXECUTIVES
| August 2003
=31 july 2006 26 Novermber 2004 31 July 2006 448,150 - - - 448,150 448,150 $232 %203
0507 OFFER — EXECUTIVE DIRECTORS
| August 2004
=31 Juty 2007 26 November 2004 31 July 2007 556,122 - - - 55,122 - $1.96 $1.92
05-07 OFFER - SENIOR EXECUTIVES
I August 2004
=31 July 2007 30 june 2005 31 uly 2007 1,118.240 - 86700 - 1,031,540 - $137  $1.62
06-08 OFFER = EXECUTIVE DIRECTORS
I August 2005
=31 July 2008 2 December 2005 31 july 2008 - 625000 - - - 625000 - $23% $206
0608 QFFER - SENIOR EXECUTIVES
! August 2005
=31 july 2008 3 April 2006 31 July 2008 ~ 220686 - - 20686 - $304 5247
RETENTION QOFFER - EXECUTIVE DIRECTORS
| August 2004
=31 July 2007 2 December 2005 31 July 2008 - 1,600000 - - 1,600,000 - - $240
RETENTION QFFER — SENIOR EXECUTIVES
! August 2005
=31 July 2008 3 Aprit 2006 31 july 2008 — 4,400,000 - - 4,400,000 - - %247

All LTI Plan rights are based on target performance. The actual number of shares issued may be higher or lower than this amount.
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30. EMPLOYEE BENEFITS — continued

Movements in the LT) ?Ian rights for the 52 weeks ended 30 july 2005:
i

NUMBER OF LTI PLAN RIGHTS

3 Fair value
!l Exer- per right
: Balance at  Gramted  Forfeited  Vastad Balarxe csable  Fairvabe  ROFES
Offer Description/ . Qnate of Exgairy star1 of during during during  atend of aend per right NPAT
Performance Period | grant the year period pericd period the year of year TSR hurdie hurdle
Consolidated and Davi_ll;:l Jones Limited — 2005
02-04 OFFER i
| August 2003 I
=31 July 2004 W 3D August 2002 30 July 2004 807400 - - 807400 - - NA NA
03-05.OFFER ¢
3 February 2003
=31 July 2005 a B July 2004 31 July 2005 1,785.367 - 45749 - 1738618 17384618  $186 %159
03-05 SUPPLEMENTARY OFEER
3 February 2003 ]Z :
=3t July 2005 | 26 November 2004 3 July 2005 - 545389 - —- 546389 546389  $306 3215
04-06 OFFER y
| August 2003 d
31 July 2006 ! 8 July 2004 31 July 2006 1444835 - 22131 - 1422704 - $L36 3149
04-06 SUPPLEMENTARY OFFER
| August 2003 @i : :
—31 July 2006 i 26 November 2004 31 July 2006 - 448150 - - 44850 - $23 $103
05-07 OFFER SENtorﬁ EXECUTIVES -
I August 2004 : .
=31 July 2007 I 26 November 2004 31 July 2007 -~ 556122 - - 556122 - %19 %192
05-07 OFFER |
| August 2004 b
=31 July 2007 ! - 30 June 2005 31 July 2007 — 1154864 36624 - 1.118240 - 3137 3162
" CONSOUDATED DAVID JONES LIMITED
:1 2006 2005 2006 2005
- Number MNumber Number Number
Shares issued under thIe plan to participating employees .
on 28 September 2005 (2005: 28 September 2004) 3427510 1212000 3427510 1,212,000
The market price of Iﬁavid Jones Limited shares on the date of issue $249 $1.91 $2.48 %191

H
.
L

'
b
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For both years, stretch targets were achieved and therefore the number of shares issued were greater than the number of rights outstanding,
All LTI Plan rights are based on target performance. The actual number of shares that vest may be higher or lower than this amount
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30. EMPLOYEE BENEFITS - continued
Executive option plan {EOP)
The ECQP provides to eligible employees an opportunity to acquire an ownership interest in the Company.

Under the ECP efigible employees were offered options to acquire shares in the Company at a specified price. Such options will be exercisable on
a flied date, at the greater of the market value of shares at date of grant or 20c.

Unexercised options lapse no later than five years after the date of grant.

In the absence of special circumstances, each issue of aptions under the EOP must be held for at least 24 manths before they can be considered
for exercise. Then they can only be exercised if the Company's performance is equal to or greater than the performance hurdles described below:

- over the three-month period preceeding the date of exertise of the options, the median DJL Accumulation Index is equal to, or greater than, the
median Mid-Cap 50 Industrials Accumulation Index; and

— at the date of exercise, the closing price of fully paid ordinary shares in the capital of the Company on the ASX is 1 5% or greater above the
markat value of the Company’s shares at the date of grant. '

The DL Accumulation Index measures the performance of the Company's shares on the basis of realised returns to shareholders of the Company
in the form of share price growth, dividends paid and reinvested.

The Mid-Cap 50 Industrials Accumulation lndex measures the performance of shares of companies included in this index on the basis of returns to
sharehokders of those companies in the form of share price growth, dividends paid and reinvested.

All options expire on the eardier of their expiry date or,
- six manths after the occurrence of a special circumstance;

- the date of termination of employment ¢f the eligble employee (other than due 1o the occurence of a special circumstance, which includes
retirement, redundancy, death or permanent disability of the eligible employee, or other such circumstances that the Board may determine 1o be
a special circumstance).

An independent valuation of each tranche of options at their respective grant dates has been performed by PricewaterhouseCoopers (Pw().

In undertaling the valuation of the options, PwC have used the binomial option pridng model which takes into account factors such as the Company's
closing share price at the date of grant, volatifity of the underlying share price, risk free rate of return, dividend yield and time to maturity.

The value determined by PwC represents the indicative fair market vatue of each option at grant date on a non marketable controlling basis.
No further options are intended to be granted under the EOP as this plan has been replaced by the LTI Plan.

The following table shows the movements in executive options for the current and prior financial years:

Balance at Issued Exercised Lapsed Balance

) start of during duning during at end of

Exercise the year the year the year the year the year

Grant date Expiry date price Number Number Number Number Number
Consolidated and David Jones Limited — 2006 ' )

16 January 2001 16 January 2006 $1.3280 275,000 - 275,000 - -

Consolidated and David Jones Limited - 2005

16 December 1399 16 December 2004 31,4047 2,145,000 - 2,145,000 - -

16 Janyary 2001 16 january 2006 $1.3280 2,070,000 - 1795000 - - 275,000

4215000 - 3,940.000 - 275000
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30. EMPLOYEE BENEFITS — continued

Options exercised dunng the financial year and number of shares issued 1o employees on the exercise of options

as at their issue date |

CONSOUDATED OAVID JONES UMITED
Fair value of 2006 2005 2006 2005
Exercise date [ shares at issue dale Number Number Number Number
28 September 2004 | : $1963 - 2210000 - 2210000
29 September 2004 ! $1.922 - 490,000 C - 490,000
05 October 2004 ' $1.937 - 75,000 - 75,000
07 October 2004 $1.981 - 340,000 - 340,000
12 October 2004 & $1922 - 310.000 - 310,000
27 October 2004 | : $1.588 - 80,000 - 80,000
02 November 2004 - $1.944 - 40,000 - 40,000
08 Novernber 2004 § $1.997 - 80000 - - 80000
10 November 2004 ji $2052 - 40,000 - 40,000
1§ November 2004/, $2.138 - 80,000 - 80.000
12 November 2004 $2.142 - 75,000 - 75000
17 November 2004 Ji $2.181 - 40,000 - 40,000
23 November 2004 £2.i32 - 40,000 - 40,000
22 July 2005 ; $2.120 - 40,000 - 40,000
30 September 2005 | $1533 40,000 - 40,000 -
{4 Qctober 2005 = ¥ $2.213 115,000 - 115,000 -
15 December 2005 $2419 40,000 - - 40,000 -
19 December 2005« $2.359 40,000 - 40,000 -
22 December 2005 | . $2.327 40,000 — 40,000 -
Options exercised durfing the year 275,000 3,940,000 275,000 3.940.000
Options outstanding at the reporting date - 275,000 - 275000
H .
'I . CONSOLIDATED DAVID [OINES LIMTED
. 2006 2005 2006 2005
} $000 $000 $000 $000
Aggregate proceeds réceived from employees on the exercise of options
anc recognised as issied capital 365 5.397 365 5397
Fair value of shares issued to employees on the exertise of options
640 7762 &40 7.762

on the day prior to Lhe exercise of the options.

The Employee share plan (ESP)

The ESP is divided into a General and Executive division,

General division

positian within the Company.
1

The fair value of sharés issiied on the exercise of options is the weighted average price at which the Company's shares were traded on the ASX

The ESP provides employees with an interest-free loan to enable the purchase of ardinary shares in the Company: Shares under the E5P were
acquired by a trustee on behalf of the employee. Dividends and other distributions on the shares are applied to repay the outstanding loan balance.
The shares vest with the emplayee after three years Each shareholder loan is limited in recourse to the proceeds on sale of the shares acquired.

This division was ope'h 1o all full-time and permanent part-time employees with more than |2 months continuous service and casual employees
whose service was deemed by the Company to be more than five years' continuous service. The Company had discretion 10 offer shares to
particular employees,with lesser periods of service. In 1995 each eligible employee received between 500 and 5,000 shares, depending upon their

DAVID JONES ANNUAL REPORT 2006
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30. EMPLOYEE BENEFITS - continued

A totat of 2.571.500 shares ($5.143,000) were issued under the initial
offer to employees under this division of the ESP on 27 November
1395. Since that date. 2,104,000 shares (200%: 2020.000) have been
either forfened by employees and sold by the trustee or the shares
have been transferred 10 the employees on repayment of the loan,
leaving a balance of 467.500 shares (2005: 551.500) allocated to
employecs at balance date. No shares have been issued under the
general division since the initial offer:

During the financial year, the trustee sold 84,000 shares (2005
80,500 shares) and 14,500 shares (2005: 27.000) were transferred to
employees on repayment of loans of $16,984 (2005: $34,523).

The market value at balance date of each ordinary share in the
Company issued to employees was $3.00 (2005: $2.08).

Executive division

No shares under the Executive Division remain on issue to executives
as they have all been forfeited by executives and sold by the trustee.

EESP

The EESP provides eligible employees the opportunity to acquire an
ownership interest in the Company. The EESP is designed to attract
a tax concession provided under Australian income tax legislation to
encourage share incentive plans.

Ehgible employees may be offered up to $1.000 worth of the
Company's ordinary shares each year, provided specific financial and
qualitative carporate objectives are met 10 the satisfaction of the Board,
Mo shares were issued to eligble employees during the period and no
shares were purchased by the trustee on benaif of participants under
the Plan.

Shares acquired under the offer must remain in the EESP until the
earfier of three years after allocation, or termination-of employment of
the participant,

The EESP trustee will use funds it receives from the Company 1o
either subscribe 10 a new issue of shares in the Company on behall
of the participating employees or purchase shares on the ASX on
behall of the participating employees. These shares will be registered in
the nzme of the plan trustee on behalf of the EESP participants.

No voting rights will be exercised in relation to the shares held in the
EESP unless instructions are received from a participating employee to
vote in respect of his or her shares.

Non-Executive Directors of the Company are not eligible to participate
in the EESP

CAMID FONES ANNUAL REPORT 2006

DEsP

The DESP enables Directors, senior executives, management and other
employees invited by the Board to participate in the DESP to acquire
ordinary shares in the Company.

The DESP is a voluntary plan to provide greater choice for eligible
employees in the way they receive their remuneration.

The DESP is designed to access the available taxation deferral
concession legislated by the Federal Government to encourage
employees 10 become shareholders in employer companies.

The plan trustee will acquire shares in the Company in the ordinary
course of trading on the ASX on behalf of DESP participants. using
funds allocated by the Compary from its remuneration budget.

There is no additional cost 1o the Company as a result of the operation
of the DESP (other than administrative and establishment costs) as

the cost of the shares is funded from base pay and incentives payable
within the Company's approved annual remuneration budget.

No voting rights will be exercised in relation to the shares held in the

plans unless instructions are received from a participating employee to

vote in respect of his or her shares.

Under the rules of the DESP the Board may impose performance,

vesting and any other conditions before shares can be withdrawn from

the DESP by a participant

When a participating employee’s employment ends, he or she will

receie the Company’s shares held on his or her behalfl except for:

— where relevant requirements have been imposed, these requirements
have not been met; or

— where an employee has been dismissed as a result of that employee’s
fraud or wrongful conduct, in which case the Board has the disgretion
to require forfeiture of any shares under the DESP

The trustee purchased 44,503 (2005: 55,998) shares on beha!f of
participants under the DESP during the year




Class of share Interest held

| _ 2006 2005
1 Note % %
3. CONSOLIDATED‘;ENTITI ES
Parent entity: B
David Jones Limited
Subsidiaries: |i . .
Ahemns Holdings Pty Ltd (investor) . Ordinary 100 100
Ahern’s (Suburban) Pty L1d (retailer) . 0] Ordinary 100 [ ¥
Akdun Py Limited (nmcslor) Ordinary 100 100
Helland Close Pty Ltrmted {liquor licence holder) Ordinary 100 100
299-307 Bourke Street Pty Limited (property owner) . (i Ordinary 100 100
David Jones Credit PiyLimited (investor) ' Ordinary 100 100
john Martin Retailers Rty Limited (non-operating) Ordinary T 100 100
David Jones Financial Services Limited (financial services) ) Ordinary 100 100
David Jones Insurance Agency Pty Limited (financial services) Ordinary e 100
David Jones Finance Pty Limited (fnance company} - Ordinary 100 . 100
David jones (Ade1aude)l Pty Limited (investor) (i) Ordinary 100 100
Buckley & Nunn Piy Limited (irvestor) : Ordinary 100 100
David Jones Pmper"lie§ (South Austratia) Py Limited {irvestor) Ordinary 100, 100
David Jones Propertics (Victeria) Pty Limited (property owner) Ordinary 100 100
David Jones Properties (Queensiand) Py Limited (property owner) Ordinary 100 100
Speertill Pty Uimited (hquor licence holder) Ordinary 100 o8]
David Jones Propenles Pty Limited (property cwner) ' . Ordinary 100 100
David |ones Employee Share Plan Py Limited {corporale trustee) . Ordinary 100 100
David Jones Share Plans Pty Limited (corporate trustee) Qrdinary 100 100
i
Notes: !}

() lssued capital is o-'vned by Aherns Holdings Pty Ltd.

(i} tssued capital is owned by David Jones Finance Pty Limited.

(i} lssued capital of d-;c entity is owned 50% by David Jones Limited and 50% by David Jones Properties (South Australia) Pty I.|mned
All controlled entities’ anc incorporated in Australia and carry on business in their country of incorporation.

David jones Limited |s|.|he ultimate pa.n:nt entity.
|!
32. RELATED PARTY.-IDlSCLOSURES
{a} Transactions bew}veen Directors and the Company
(i} From time to t|me Directors may purchase goods from the Company. These purchases are on the same terms and conditions as those
entered into by senior management
(i) Details of |ndﬁmnuﬁcau0n and insurance of Directors and Officers are disclosed in the Directors’ Report

{b) Interest in contr!::;lled entities
Information relating to controled entites is set out in notes 3,6, 12, 14, 16,25.27.28 and 3.
(c} Superannuation plans
Infarmation rclaung to superannuatlon plans is set out in note 30.
{d) Other rclated party transactions

() Interest on borrowmgs between entities is charged at commercial rates {refer note 3).

(i) Rent on properues owned by the Consolidated Entity is paid by the relevant operating retail company at commercial mes. Rentats for the
52 weeks ended 29 July 2006 amounted to $nit (2005: $2.719.871).
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CONSQUDATED DAMD JONES UMITED
2006 2005 1006 2005
Note $000 3000 $000 $000
33. NOTES TO THE CASH FLOW STATEMENT
(a) Financing facilities )
Access to the following lines of credit was available at balance date:
Total facilities 0]
Overdraft and trade finance facility {in 27,500 27,500 21.500 27,500
Working capital facility ' {iii) 50,000 50,000 - -
Bank guarantees () 926 758 926 758
78,426 78.258 28426 28,258
Used at balance date
Overdraft and trade finance facility 1224 540 2224 540
Working capital facility - - - -
Bark guarantees 926 758 926 758
1.is0 1,298 3150 1,298
Unused at balance date
Overdraft and trade finance facility 25,176 26960 28274 16960
Working capital facility 50.000 50,000 - -
Bank guarantees - - - -
75,276 76960 25276 26960
Notes:

{i) Al fadiitics are denominated in Australian dollars, unsecured and subject to borrowing covenants which have been met.
(i) The overdrafi and trade finance facility are subject to annual review in February each year

(i) The working capital facility is available for the period |5 October 2006 1o 15 December 2006 to meet peak seasonal working

capital requirements.
(iv) The bank guarantee facility is available until November 2006.
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I3 NOTESTO THE CASH FLOW STATEMENT - continued

CONSOLIDATED DAVID JONES LIMITED
: 2006 2005 2006 2005

; $000 3000 $000 $000
(b} Reconciliation of p'_'mﬂt after income 1ax to the net cash flows from operations )
Profit after income t.ax;; 81,120 67,973 45,867 36992
Adjusted for non-cash adjustments on adoption of AASB 132 and AASE 139:
- Increase/(Decrease) in current Financial Assets 46,492 - 46,492 -
= Increase/(Decrease} 1;1 non-current Financial Assets 1,773 - 1773 -
- (increase)/Decrease in Interest Bearing Liabilities — current (52,790} - (52.790) -
- (Increase)/Decrease |p current Financial Liabifities (54,049} - (54.049) -
- (Increase)/Decrease in tax items . 1.855 : - 1,855 -
Adjusted for other norla;-cash tems and wansfers: ’
- Depreciaiion and amortisation expense v - 18949 32,900 28,912 32576
- Net loss an disposalf:of assets 571 669 §71 669
— Share-based paymen't expense 7,293 5.439 1293 5439
- Hedge Reserves | (450) - {450) -
= Interest Classified as financing Actity 4,165 - 4,165 - -
— Conversion of RPS to ordinary shares 11,940 - 11,940 -
Changes in assets and liabilities
- {Increase)/Decrease ﬁn receivables 5876 (6770) 2.530 {7.708)
- (Increase)fDecrease,in inventaries (993) 18,743 (993) 18,743
— (Increase)/Decrease in Financial Assets - current (23,733) - (23.733) -
- (Increase}/Decrease in Financial Assets — non-current (728) - (728) -
— {Increase)/Decrease: in other assets — current . (6,740) 2433 (6.907) 1,876
— (Increase)/Decrease;in other assets — non-current 1934 . 617 3931 450
- Increasef(Decrease) ‘.in payables 15,939 {26,820) 10,177 (3,304}
~ Increase/(Decrease) in Interest Bearing Liabilities — current 23.261 13970 41,294 -
- IncreaseJ(Decrease)iin Financial Liabilities « current ' 31,180 - 31,160 -
- Increasef(Decrease)iin other liabikties — current 35,782 278 35947 231
— Increase/{Decrease)iin other liabilities — non-current (29.563) 8928 (29,662} 8830
— Increase/(Decrease)!in provisions — current : o 3576 8288 1576 8326
- Increasef(Decmase)} in provisions = non-current (1,037) {6.366) (1,037} (6,366)
- Increase/(Decrease)'in tax items ' (11,865) {6.941) (11,398) (6941)
Net cash from operating activities 121,738 11304 95,738 89813

h
Il
|
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David Jones Limited and its controlled entities

34. FINANCIAL INSTRUMENTS DISCLOSURE

{2) Financial Risk Management Cbjectives and Policies

The Consclidated Entity's principat financial instruments, other than derrvawes. comprise bank loans and overdrafts, RPS, and cash and short-term
deposits.

The main purpose of these instruments is to raise finance for the Consolidated Erttity’s operations. The Consolidated Entity has various other

.| financial assets and labilities such as trade receivables and payables that arise directly from its operations. The Consolidated Entity also enters

into derivative transactions, including principally interest rate swaps and forward rate agreements on foreign currency contracts. The purpose is

to manage the interest rate and currency risks arising from the Consolidated Entity's operations and its sources of finance. It is. and has been
throughout the financial year under review, the Consolidated Entity’s policy that no trading in financial instruments shall be undertaken, The main
risks arising from the Group's financial instruments are cash flow interest rate nisk, foreign currency risk, credit risk and liquidity risk.

Details of the significant accounting policies and methods adopted, including the ¢riteria for recognition. the basis of measurement and the basis on
which income and expenses are recognised in respect of each class of financial asset, financial fiability and equity instrument are disclosed in note |
{n) and (o) to the financial statements.

Policies for managing cach of the four forms of risks described are outlined below.

(i} Cash flow and fair value interest rate risk

The Consolidated Entity's exposure 1o the risk of changes in market interest rates relates primarily 1o the Consohdated Entity's long term
obfigations under the sale and.leaseback arrangement. and the securitisation of store cand receivables.

The Entity's policy is to manage its interest cost using a mix of fixed and variable rate debt. At balance date the fixed rates varied from 5.59% 1o
6.10% (2005: 4.73% to 4.74%) and the floating rates were at bank bil rates plus the Consolidated Entity's credit margin,

() Foreign currency risk

The Consolidated Entity cnters inio' forward foreign exchange contracts to hedge certain purchase commitments denominated in foreign
currencies. The terms of these derivatives and commitments are less than one year:

The forward currency contracts must be in the same currency as the hedged item.

it is the Consolidated Entity’s policy not to enter into forward contracts until a firm commitment is in place, and to negotia.te the terms of the
hedge dervatives to match the terms of the hedged item to maximise hedge effectiveness.

At 29 July 2006, the Consolidated Entity had hedged 100% of its foreign currency purchases for which firm commitments existed at the balance
sheet date.

(iii) Credit risk exposures

Credit risk represents the loss that would be recognised if counterparlies' failed to perform as contracted.

Store card receivables are sold to an unrelated facility provider: The ¢redit risk is limited 1o the mer{ollatémlisation amount retained by the
provider {refer note 18 and note 36(h)). _

Credit risk on derivative contracts not in the statement of financiat position is minimised as counterparties are recognised financial intermediaries
with acceplable credit ratings determined by a recognised rating agency.

Swap and fereign exchange contracts are subject.to tredit nisk in refation to the relevant counterparties, which are principally large banks.

() Liquidity Risk -

The Consolidated Entity's objectives in relation to liquidity risk are to:

~ ensure the availability of sufficient funds for shart and long term commitments:

- diversify the sources of funds; '

— spread the rmaturity dates of the different sources of finds: and

— refinance existing finance facilities at least three months ahead of maturity dates

The Consofidated Entity’s policy is to maintain a minimum bquidity reserve of $40 miflion.The balancc of the liquidity reserve at 29 July 2006 was
$163.0 million (30 July 2005: $139.0 million).
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{b) Fair values i

34, FINANCIAL INSTRUMENTS DISCLOSURE ~ continucd

The carrying amounts of bark term deposits, prepayments, recevables, payables, borrowings and dividends payable approximate net fair value.
These monetary r:nancsa.l assets and financial liabilities are included in assets and liabilities in the statement of financia! position.
The loan to employeesmder the Employee Share Plan of $520817 (2005: $671.065) is secured against the value of the Company’s shares. At balance
date the market value of the underiymg shares was $1,402.500, equivalent 1o $3.00 per share (2005: $1.147,120. equivalen: to 52.03 per share).

i CARRYING AMOUNTS FAIR VALUES

A 2006 2005 2006 2005

" $000 $000 $000 3000
Fnancial Assats |r' )
Cash - . 173,230 147.245 173,230 147,245
Receivables H 400,791 406,668 400,791 406,668
Other Assets i 12317 2511 12317 9511
lnterest rate swap — fair value 24,461 - 24,461 -
Financial Liabilities !f
Payables 237,475 220773 237475 220773
Interest bearing liabil mc& .
- Securttisation ! " 347,143 366,030 347,143 366,030
- Short-term borrowing 1,284 - 284 -
- RPS i 42,148 - 42,148 -
Interest rate swap - fair value 31,160 - 31,160 -
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34, FINANCIAL INSTRUMENTS DISCLOSURE — continued

(€) Interese rate exposures

The Consolidated Entity's exposure to interest rate risk and the effective weighted average interest rate for classes of financial assets and liabilities

is set out below:
Floating Interest Maturing In Fixed Interest Maturing In
Over Over Non Average
| Year | Year to .| Year | Year to Interest Interest
or Less 5 Years or Less 5 Years Bearing Total Rate
2006
FINANCIAL ASSETS
Cash assets 163,000 - - - 10,230 173,230 5.72
Receivables - - 392,883 - 7.908 400,791 i4.4
QOther - prepayments - - - - 12317 12317 -
Interest rate swaps: .
- Sale and leaseback 23,578 - - - - 21,578 8.40
- Receivables - 728 - - - 728 6.0(
186,578 728 392,883 .- 30455 610,644
FINANCIAL LIABILITIES .
Creditors payables - - 1.692 - 236,053 237,745 8.10
Securitisation - - 347,143 - - 347,143 5.44
RPS - - 42,148 - - 41,148 8.10
Interest rate swaps: -
- Sale and leaseback 30,307 - - - - 30,907 8.6l
- RPS 11 - - - - 3] B.10
30918 - 350,983 - 236,053 657.954
2005
FINANCIAL ASSETS
Cash assets 137.000 ~ - - 10,245 147,245 5.56
Receivables - - 394233 - 12,435 406.668 146
Other - prepayments - - - - 9510 9,510 -
137,000 - 394.233 - 32190 563423
FINANCIAL LIABILITIES
Creditors payables - - 2173 - 218,600 220773 8.10
Securitisation - - 366,030 - Co= 366,030 5.30
- - 368,203 - 218,600 586803

-~
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34. FINANCIAL INSTRUMENTS DISCLOSURE - continued
|I
(d) Foreign exchange risks

, ! . . .
The following table sets out the gross value 10 be paid under foreign currency contracts and the weighted average contracted exchange rates of
contracts outstanding at'balance date. All contracts expire within one year.

{! EXCHANGE RATE AS000

v 2006 2005 2006 2005
Buy United States Doallar§ 0.7477 07679 5,095 5633
Buy English STG B ) 04114 0414) 1.749 1,466
Buy Hong Kong Dollars : 4.4506 $.9580 56 26
Buy Euro : : : 0.5939 05959 14,347 16009

}’} : 21,247 23334

)

As these contracts are hedgmg firm purchase commitments, any unrealised gains and losses on the contracts, together with the cost of the
contracts, will be recogmsed in the linancial statements at the time the underlying transaction occurs. The marked to market loss on the contracts
at the reporting date wa? $86,983 (2005: $494.81 1 loss).

Refer note 37 for detail regardmg the impact'on the balance sheet arising on adoption of AASB 132 and 139 at 3i July 2005.

35. EVENTS SUBSEQUENT TO REPORTENG DATE

Dividends ]i!;

Oividends declared after 29 July 2006 are disclosed in note 7.

RPS il : .

Holder canversion natices received after 29-July 2006 for the coriversion of RPS into ordinary shares are disclosed in note 23,

New Department Su::ur'esl
As announced to the ASX on 20 july 2006 the Company has entered into agreements with Westfield Management Limited to open department

| stores in Burwood New South Wales, Chermside Queensland ard Doncaster Vicioria. The stores are scheduled to open in April 2007, August

2007 and late 2008 respectively,

The Company has reinstated its Dividend Reinvestment Plan to fund the opening of the new stores, including a payment of $20 million in relation
to Burwood, fitout costs a!r'nd additional inventory.

Sale and lcaseback arrangement

On 29 September 2006, the Conselidated Entity acquired certain properties following the execution of agreements to unwind previcusly existing
sale and leaseback a.rrangemems Deta:ls of the unwind transaction, including its estimated financial effect, are disclosed in note 26.

.
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36. EXPLANATION OF TRANSITION TO AIFRS

As stated in note 1(a). this is the Consolidated Entitys first consolidated fmangial statements prepared in accordance with AIFRS,

The accounting policies in note | have been applied in preparing'u're finaricial statements for the 52 weeks ended 29 July 2006, the comparative
information for the 52 weeks ended 30 july 2003, and in the preparation of an opening AIFRS balance sheet at | August 2004 (the Consofidated
Entity's date of transition).

In preparing its opening AIFRS balance sheet at ! August 2004, the Consolidated Entity has adjusted amounis reported previously in financial
statements prepared in accordance with its former basis of accounting: previous AGAAR

An explanation of how the transition from previous AGAAP to AIFRS has affected the Consclidated Entity's financial position, financial performance
and cash ffows is set out in the foligwing tables and the notes that accompany the tables.

The application of the financial mstruments standards were deferred until 31 July 2005 in accordance with the exemptions available in AASBI.
The impacts on the adoption of these standards are disclosed at note 36.

Income statement

52 weeks ended 30 July 2005

CONSOUDATED . DAVID JONES UMITED
Previous AIFRS Previous AIFRS

AGAAP  Adjustments AIFRS AGAAP  Adustments ASFRS

Note $000 $000 $000 $000 3000 $000

Revenue from sale of goods (e} () 1,799.123 1,673 1800796 1,799.123 1,673 1.800.796
Cost of sales {d)eX) (1.136,298) 26,151 (1.110.147) {1,136,298) 26151 (1.110147)
| Gross proft .- 662,825 '27.824 690,649 662825 27824 690,649
Other revenues TG TD)] 104.957 (26.480) 78517 28,187 (19.724) B.466
Employee berefits expense (@) (302.162) (5.699) (307.861) (302.122) {5.699) (307.821)
Lease and occupancy expenses {b}{c) (165.487) {8.024) (173511 (168.429) (8.024) (176,453)
DOepreciation and amortisation expense {b)(g) (34.744) 1.844 (32.900) (32.547) 29 (32.576)
Advertising, merchandising and visual expenses  {d) (61.030) (11,229) (72.25%) {61.030) (11,22%) (72.25%)
Administration expenses (29.626) - (29.626) (30.445) . - (30.445)
Net financing expenses {h) (2.165) (19.469) (21.634) (823) - {823)
Carrying amount of assets sold (b) (28684) 28684 : - (2.601) 2601 -
Qther expenses (b)(M) (32.208) (1,067) (33.275) (26.283) (1.067) {27.350)
Profic before tax 76 (136186) 98,100 66,732 (15.344) 51.388
Income tax expense {m) (33.854) 3727 {30.127) (18,123) 3727 {14,396)
Profic after tax i 77.862 (9.889) 67973 48,609 (11617 36992
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16. EXPLANATION PF TRANSITION TO AIFRS — continued

Balance sheet
JAUY August 204

h CONSOUDATED DAVID [ONES UMITED

3 Previous AIFRS Previous AIFRS

3 AGAAP  Adjustments AIFRS AGAAP  Adustments AIFRS

¢ Note 3000 $000 $000 $000 $000 $000
CURREMT ASSETS '
Cash and cash equiva!'lents 97844 - 97,844 8844 - 8,844
Receivables § 0 48708 351,190 399,898 12889 {870) 12019
Inventories | {d) 306,190 (43 291,477 306190 (14713) 291477
Land and buildings held for sale 26,152 - 26,152 - - -
Other assets ; 7.186 - 7,186 6,762 - 6762
Total current assets 486,080 336477 822,557 334,685 (15583) 319012
NON-CURRENTS ASSEI’S :
Plant and equ.pmem, ) 229,577 (7.876) 221,701 229442 (2770 221671
Intangibles &) 10305 7.700 18.005 - 7,595 7595
Deferred tax assets | {m) - 39,720 (3%.720) - 39,720 (39.720) S
Other assets i 5075 - 5075 4507 - 4907
Fimancial assets - - - 105241 - 105,243
Total non-current as:'s':eu 284,677 (35.896) 244781 379312 {39.896) 339416
Total assets I 770757 29658 1,067,338 713997 (55479) . 658518
CURRENT LlABILITIES
Payables ; (k)(n) 246,353 2792 249,145 184,974 17 184,991
Interest bearing liabilities () 1,697 352060 353,757 1697 - 1,697
Current tax liabilties 25,198 - 25198 25,198 - 25,198
Provisions ¢ " te)k) 22462 10573 33035 22424 10573 32997
Other liabilities ! Q0 - 1080 1.080 - 158" 158
Total current Iiabﬂiti_e'is 295710 366,505 662,215 234,293 10,748 245041

NON-CURRENT LIABILITIES ]

Deferred tax Iuabnhtles (m){n) 250 1.661 1911 250 4436 4,686
Provisions 1 b)) 20,707 (5.256) 15,451 20,707 (5.256) 15451
Other hiabilities (O 6,150 30728 36,878 6,150 30591 36,74
Towa! non-current liabilicies 27,007 27133 54,240 27,107 9771 56878
Towml! liabilities ) 322817 193,638 716455 261,400 40,519 301919
Net assets K 447940 (97.057) 350,883 452,597 (95998) 356,599
EQUITY i
Share capital o [0 395,365 (870) 394,495 395365 - (870 394495
Reserves : @) - 4354 4,354 - 4,354 4,354
Accumulated (losses): {0} 52,575 (100541) (47.966) 57,232 (99.482) (42.250)
Total equity ' 447,940 (97.057) 350883 452,597 (95998) 356599
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36. EXPLANATION OF TRANSITION TO AIFRS - continued

Balance sheet

At 30 Juty 2005
CONSOUDATED DAVID JONES LIMTED
Previous AIFRS Previous AIFRS
AGAAP  Adjustments AIFRS AGAAP  Adjustments AIFRS

Note $000 $000 $000 $000 $000 $000
CURRENT ASSETS
Cash and cash equivalents 147,245 - 147,245 10,245 - 10,245
Receivables o0} 52736 353932 406.668 20398 &7 19.727
Inventories {d) 289,198 {16.464) 272734 289.198 (16464) 272734
Prepayments 5.053 - 5053 4,886 - 4,886
Total current assets 494,232 337.468 831.700 324727 (17.135) - 307592
NOM-CURRENTS ASSETS
Financial assets 12 - 12 105,255 - 105,255
Plant and equipment (b} 233084 (7.994) 225090 232993 (7.928) 25,065
Intangibles 0] 8432 9.402 17.834 - 7463 7.463
Deferred tax assets (m)(m) 39117 (37.654) 1,463 39.117 (32.417) -
Other assets 4458 - 4,458 4457 - 4,457
Total non-current assets 285,103 (36.246) 248857 " 381,822 (39582) 342240
Total assets 779,335 oan 1080557 706,549 (56717 649832
CURRENT LIABILITIES i
Payables (hjk)(n} 230337 (9.564) 220773 182,147 (848) 181,299
Interest bearing Habilities (h} .- 366,030 366,030 - - -
Cum:pt tax liabilities . 21,631 - 21,631 , 20631 - 21,631
Provisions (e)(x) 23872 17.451 41,323 23872 17.451 41,323
Orther liabitities ' Ha10) - 1,358 1,358 - 389 389
Total current liabilites 275840 375275 651,115 227,650 16392 244 641

| NON-CURRENT LIABILITIES '

Deferred tax liabrlities n) - - - - 1,248 1,248
Provisions (b)K) 21,196 (12111 9,085 21,19 Q1) 9,085
Other fiabilitias @K 6.440 39.366 45,806 6,440 39,134 45,571
Total nen-current liabilities 27636 - 27,255 54,891 27,636 28,268 55904
Total iiabilities 303476 402530 706006 255,286 45,260 300546
Net assets 475,859 (101308) 374551 451263 (101977) 349286
EQUITY o
Share capital 0} 400762 (671 400091 400,762 (671) 400091
Reserves (a) - 9,793 9.793 - 9,793 9,793
Accumulated (losses) () 75.097 (110.430) (35.333) 50,501 (111.099) (60,598)
Total equity 475859 (101.308) 374,551 451263 (101977) 349286
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36. EXPLANATION :OF TRANSITION TO AIFRS — continued

Implications for the &uh flow statement for the year ended
30 Juty 2005 i
The adoption of AIFRS has not resufted in any material adjustments
10 the cash flow statément

Cash flows relating to interest income a.nd net financing expenses have
been classified in accordance with the accounting policy in note 1(d)
and ({e). ‘;1
Notes to the neconc'liliatlons
The taxation effect of the following AIFRS adjustments are disclosed
at note {m) below. 5;
(a) Share-based payment.-.
AIFRS requires the Consohdaled Entity to recognise an expense for
rights issued to employees under the LTI Plan after 7 November 2002
but that had not vesied by | January 2005, :
The effect of this is: ,
() At | August 2CO4| :
For the Consolldaled Entity there has been a decrease in retained
eamings of $4.354 rrulhon {Company: $4.354 million) ard a
corresponding i mcrease in the share plan reserve.
{ii) At 30 July 2005 ‘l
For the Consolldated Entity there has been 3 decrease in retained
earmings of $9.793 rmlhon (Company: $9.793 million), and a
corresponding mcraqse in the share plan reserve.
(i} For the 52 wveek"s: ended 30 July 2005
Fer the Consolidated Entity there has been an increase in employee
benefits expense of $5.439 million (Company. $5.439 million).
(b) Piant and equiprient

h
Research actnities
AIFRS requires all cibenditure on rescarch activities to be recognised
as an expense as mcum:d Under previous AGAAP research
expenditure was capnahscd if it was expected, beyond reasonable
doubt. to be fecowerable
The effect of this is: |
(i} At | August 2004'
For the Consoludated Entity there has been a decrease in retained
earnings of $0.280 rnllllon {Company: $0.280 million} and a decrease
in plant and eqmpme.nl of $0.280 million (Company. $0.280 miltion).
(i) At 30 July 2005
for the Consolidated Entity there has been a decrease in retained
carmings of $0.540 ilion {Comparny: $0.540 million) and a decrease in
plant and equlpment of $0.540 milkon (Company: $0.540 m||hon)
(i) For the 52 weeks ended 30 July 2005
For the Consobdated Entity there has been an increase in employee
benefit expenses of l&';O 1260 million (Company: $0.260 million). -
Restoration costs |. .
The Consolidated Entity has entered'into operating leases for premises
that require the prt'{nises 1o be returned to the lessor in their original
condition. AIFRS requires a provision for restoration costs to be
recognised over Lhr.-::term of the lease, measured at the expected cost
of the restoration at each reporting date,

The cost of such rectification work was not recognised as an expense
under previous AGAAP until it was probable the expenditure would
be incurred.

The effect of this is:

() At | August 2004

For the Consolidated Entity there has been a decrease in retained
earnings of $2.570 million (Company: $2.570 million), an increase in
plarit and equipment {net of depreciation charges) of $0.104 miflion
{Company: $0.104 million) and an increase in non-current provisions
of $2.674 million (Company: $2.674 million).

(i) At.30 Juty 2005

For the Consolidated Entity there has been a decrease in retained
earnings of $2.781 million {Company: $2.781 million), an increase in
plant and equipment (nct of depreciation charges) of $0.075 million
{Company: 30.075 million) and an increase in non-current provisions
of $2.856 million (Company: $2.856 million).

(i) For the 52 weeks ended 30 Juty 2005

For the Consolidated Entity there has been an increase in depreciation
expense $0.029 milion (Company: $0.029 million) and an increase

in lease and occupancy expenses of $0.182 million (Company:

$0.182 million).

Classification of gain/(loss) on sale of plant and equipment

AIFRS requires gains or losses on sale of plant and equipment 1o be
disclosed on a net basis in the income statement. Under previous
AGAAP proceeds on sale of plant and equipment were disdosed as
other revenue and the carrying value of assets sold were disclosed as
an expense. !

The effect of this is:

(i) At | August 2004 and 30 July 2005
There is no impact on the Consolidated Entity (Company: nil)

(i) For the 52 weeks ended 30 July 2005

For the Consotidated Entity there has been a decrease in other

revenwe of $28.015 million (Company: $1.932 million), carying amount
of assets sold has been decreased by $28.684 million {Cormpary:

$2.601 million} and other expenses has increased by $0.66% milion
{Company: $0.669 emillion).

Software

AIFRS requires the Consalidated Entity to recognise computer software
that is not an integral part of computer hardware or is not integral

10 a piece of machinery 1o be classified as an intangible asset. Under
previous AGAAPR software was disclosed as plant & equipment.

The effect of this is:

{i) At | August 2004

For the Consolidated Entity there has been a decrease in plant '
and equipment of $7.7 million (Company: $7.595 miflion} and a
corresponding increase in intangibles.
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36. EXPLANATION OF TRANSITION TO AIFRS - continyed

(i) At 30 Juty 2005

For the Consolidated Entity there has been a decrease in plant
and equipment ol $7.402 milion (Company: $7.463 million), and a
corresponding increase in intangibles,

(iii) For the 52 weeks ended 30 July 2003

There has been no profit or loss impact on the Congolidated Entiy
{Coempany: nif).

(<) Operating lease payments

AIFRS requires payments made under operating leases 10 be
recognised in the income stalement on a straight-line basis over
the term of the lease where the lease agreement incorporates a
predetermined fixed rate increase.,

Cperating lease payments were recognised as an expense as incurred
under previous AGAAP

The effect of this is:

() At ) August 2004

For the Consolidated Entity there has been a decrease in retained
eamnings of $33.541 million (Company: $33.541 million), an increase

in other non-current liabilites of $33.383 million {Company: $33.383
million) and an increase in other current hiabilities of $0.158 milion
{Company: 30.158 million).

(i) At 30 fuly 2005

For the Consolidated Entity there has been a decrease in retained
camings of $41.383 million (Company: $41.383 million) and an increase
in other nan-current liabilities of $40.995 milion (Company: $40935
million) and an increase in other current fiabilities of $0.388 miflion
{(Company: $0.388 million).

(iii} For the 52 weeks ended 30 July 2005

For the Consolidated Entity there has been an increase in lease and
occupancy expenses of $7.842 million (Company: $7.842 million).

(d) Inventory ’

AIFRS require settlement discounts and rebates (including supplier
funded markdowns) received from vendors to be recognised as a
reduction of cost of sales (or inventary) unless the rebate represents

a reimbursement of a specific, incremental, identifiable cost incurred by
the entity in seliing the vendors products. Such a rebate is recognised as
a reduction of that cost. If the amount of the rebate credited or paid by
the supplier exceeds the cost being reimbursed, AIFRS requires that the
excess shall be deducted in determining the cost of inventories.

Under previous AGAAPR volume related supplier rebates were recognised
as a reduction to the cost of inventory and reconrded as a reduction in
¢ost of sales when the inventory was sold. In addition, under previous
AGAAF promotion and advertising subsidies were offset against
advertising, merchandising and visual expenses, and settlement discounts
were recognised as income in the same period as the relevant purchase,
The effect of this is:

{i) At | August 2004

For the Consolidated Entity there has been a decrease in retained
earnings of $14.713 milion (Company: $14.713 million), and a decrease
in inventory of $14.713 million (Comparty: $14.7 13 million).
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(i} At 30 july 2005

For the Consolidated Entity there has been a decrease in retained
earnings of $16.464 million {Cormpany: $16.464 milion), and a decrease
in inventory of $16.464 million {Company: $16.464 million).

(%) For the 52 weeks ended 30 July 2005

For the Consolidated £ntity there has been a decrease in the cost
of sales of $27.267 milion (Company: $27.267 million), a decrease in
other revenue of $17.78% million (Company: $17.789 million), and an
increasein advertising, merchandising and visual expenses of $11.229
million (Company: $1 1.229 million).

(e} Provision for sales returns

AIFRS requires a provision for sales returns to be recognised based

on the best estimate of the cost of sales retums. Sales returns were
recognised as incurred under previous AGAAR

The effect of this is:

(i) At 1 August 2004 . .

For the Consolidated Entity there has been a decrease in retained
earmings of $2.643 milion {Company: $2.643 million) and an increase in
current provisions of $2.643 million (Company. $2.643 million).

(ii) At 30 July 2005

For the Consalidated Entity there has been a decrease in retained
eamings of $2.484 milion {Company: $2.484 million) an increase in
current provisions of $2.484 million (Company: $2.484 million).

(i#) For the 52 weeks ended 30 July 2005.

For the Consolidated Entity there has been an increase in sales of
$0.459 million (Company: $0.45% million), and an increase in cost of
sales of $0.299 million (Company: $0.2%9 million).

{f) Provision for lay bys

Customers of the Consolidated Entity have the oplion of purchasing
goods via lay-by.

The Consolidated Entity. under previous AGAAR has adjusted the
unearned revenue an lay-by sales o other expenses Under AIFRS, the
unearned revenue wilt be adjusted against sales revenue and cost of -
sales. This adjustment will affect the disclosure of revenue and expenses
in the income statement but will not have a profit or loss impact.

The eflect of this is:

{iy At | August 2004, 29 January 2005 and 30 july 2005

There is no impact on the Consohdated Entity,

(ii) For the 52 weeks ended 30 july 2005

For the Consclidated Entity there has been an increase in revenue fram
sale of goods of $1.214 milion (Company: $1.214 million), an increase
in cost of sales of $0.816 million (Company: $0.816 million) and an
increase in other expenses of $0.398 million {Company. $0.398 million).
(g) Goodwill amortisation

AIFRS does not aliow for the amortisation of gaodwill. The
Consolidated Entity was amortising goodwill on a straight-line basis
over a period not exceeding 20 years under previous AGAAP

The Consolidated Entity has elected not to retrospectively apply
AASB3 Business combingtions prior to 31 July 2004. As a result goodwil
arnartisation recogrised prior to 31 July 2004 has not been reversed.

+




36. EXPLANATION OF TRANSITION TO AIFRS - continued

The effect of this is: +
() AL | August 2004
There is no impact on the Consolidated Entity.
(ii) At 30 July 2005
For the Consolidated Entity there has been an increase in retained
earmings of $1.873 milion {Company: $nil), and an increase in goodwall
of $1.873 milion {Company: $nil).
i
(i) For the 52 weeks ended 30 July 2005
For the Consclidated Entity there has been 2 decrease in amartisation
expense of $1.873 m[!lion {Company: $nil}.
(h) Store card receivibles

Under AIFRS receivables in respect of the David Jones’ store card
that are sold to a spe';ial purpose entity must be consolidated. The
securtisation of the David jones store card receivables was treated as
an off-balance sheet arrangement under previous AGAAP

The effect of this is: |

() At | August 2004 °

For the Consolidated Emity there has been an increase in receivables of
$352.060 million (Conf:npanﬁ $nil million), and a corresponding increase
in interest bearing liabilities.

(i) At 30 July 2005 .

For the Consolidated Entity there has been an increase in receivables
of $354.603 million {Company: $nif), a decrease in current payables

of $11.427 million (Company: $nif) and an increase in interest bearing
liabilities of $366.030 milion (Company: $nil).

| i)y For the 52 weeks ended 30 July 2005

There has been no proﬁt or loss impact on the Consolidaied Enuty
(Company: nil).
Redlassification in the income statement

The Consolidated Entity has reclassifed interest income and net financing
expenses in accordance with the accounting policy in note | (d) and 1(e).
(i) Employee share plan loan reccivables

The Comparny operates an Employee Share Plan (ESF) where it
provides interest free loans to selected employees 10 purchase shares
in the Company. All shares acquired under the ESP are hetd by a wholly
owned subsidiary of the Company as trustee of the share plan trust
Dividends paid by the Company are used 1o repay the loan (after
payment of a portion of the diidends 1o the employee to cover any
tax liability). The loans are Emited recourse and if the employee elects
not 1o repay the loan, the underdying shares are sold to recover the
autstanding loan balancei

Under AIFRS the ESP musl be consolidated as part of the Consohdated
Entity: The ESP was not consolidated under previous AGAAR

The eflect of this is:

(i) At | August 2004

fFor the Consolidated Entity there has been a decrease in receivables
of $0.870 miltion (Company: $0.870 million) and a cormesponding
decrease in share capital.

(i) A130 july 2005

For the Consolidated Entity there has been a decrease in receivables
of $0.671 million (Company: $0.671 million) and a corresponding
decrease in share capital,

(i} For the 52 weeks ended 30 July 2005

There has been no profit or logs impact on the Consolidated Entity
{Campary: nl).

(i) Financial service fees

AJFRS requires reverue from financial service fees relating 10 customer
loans to be deferred and recognised over the expected life of the
instrument on an eflective interest rate basis {amortised over the
term of the loan). The Consolidated Entity previously recognised
establishment fee revenue under previous AGAAP when it was
receved.

The effect of this 5

() At 1 August 2004

for the Consolidated Entity there has been a decrease in retained
earnings of $1.059 million (Company: $nif) and a corresponding
increase in other liabilities.

(i) At 30 July 2005

For the Consolidated Entity there has been a decn:ase in retained
earnings of $1.204 million (Company: $nit). 2nd a corresponding
increase in other liabiliies.

{iii} For the 52 weeks ended 30 July 2005

For the Consolidated Entity there has been a decrease in other
revenues of $0.145 million (Company: $nil).

(k) Reclassification of liabilities

The Consolidated Entity. under AGAAR classified Ilabutmes into current
and non-current based on expectations on when the fiability would be
settled. AIFRS requires liabifities to be classified as current where the
entity does not have an unconditional right 10 defer settlement of the
hability for at least twelve months after the reporting date,

This change has impacted the classification of the provision for
annual leave and long service leave and the liability for unredeemed
gift vouchers.
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36. EXPLANATION OF TRANSITION TO AIFRS ~ continued

The effect of this is:

() AL 1 August 2004

For the Consolidated Entity there has been an increase in current payables of $2.792 mifion (Company: $2.792 million), a decrease in other non-
current liabilities of $2.792 milhon (Company: $2.792 million), an increase in current provisions of $7.930 million (Company: $7.930 million) and a
decrease in non-current provisions of $7.930 million (Company: $7.930 million).

(i) At 30 July 2005

For the Consclidated Entity there has been an increase in current payables of $1.864 million (Company: $1.864 million), a decrease in other nan-
current liabilities of $1.864 million (Company: $1.864 million} an increase in current provisions of $14.967 million (Compan)r $14.967 million) and
a decrease in non-current provisions of $14.967 million (Company: $14.967 million).

(i) For the 52 weeks ended 30 fuly 2005

There is no impact on the Consolidated Entity.

() Recognition of a deferred @x liability on the sale and lease back transaction

AIFRS adopts a balance sheet approach for the calculation of deferred tax balances. A deferred tax balance arises ‘where there is a dlﬂ‘e.rence
between the amount recagnised in the balance sheet for accounting purposes and the tax base.

As disclosed in note 26, the Consclidated Entity emered into a sale and leaseback arrangement in respect of certain properties by granting a

79 year lease to a third party.

Trus transaction gave rise 10 a delerred tax liability of $57.052 million at | August 2004 due to the difference in the carrying value for accountlng
purposes and the tax base,

{m} Deferred tax balances .

The above changes increased/{decreased) the deferred tax balances (based on an income tax rate of 30%} as follows:

CONSCUDATED DAVID JONES UMITED
30 July I August 30 July | August
2008 2004 2005 2004
Note $000 $000 $000 $000
Plant and equipment , () (162) 84) (181) (100)
Operating lease payments {c} {12413) ($0,062) (12.415) (10.062)
Inventory (9 (4939) {4414) (4.939) (4.414)
Provision for sales returns : (e) (745) 793) (745) {793)
Financial service fees ‘ 0] (361) (318} ' - -
Sale and leaseback ()] 56,276 57,052 56.276 57,052
Prewision for bad debts | {n) - ' - 2369 2,248
Sundry iterns . (n) - - - 225
Net increase in deferred tax liabilities - 37.654 41,381 40,365 44,156
Impact on tax expense/{benefit) (3.727) - {3.727) -

(n) Tax consolidation

Urgent kssues Group Interpretation 1052 Tax Consolidation Accounting requires'deferred tax balances to be recognised by each subsidiary within
the Consolidated Entity This change does not impact the Consolidated Entity.

The effect of this on the Company is:

() At | August 2004

There has been an increase in deferred tax liabilties of $2.775 million and a correspondlng decrease in payables.

(i) At 30 July 2005

There has been a reduction in deferred tax assets of $1.463 million, an increase in deferred tax Kabilities of $1.248 million, and a decrease in
payables of $2.71 Imillion.

(if) For the 52 weeks ended 30 July 2005

There is no impact on the income statement.
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36, EXPLANATION OF TRANSITION TO AIFRS — continued

(o) Retained pmﬁr_d(accumulated Iosses)
¥
The effect of the above adjustments on retained profits is as follows:

CONSOUDATER DAVID JONES LIMITED

. 30 July 1 August 30 July t Auvgust

g 2005 2004 2005 T 2004

! Note $000 $000 $000 $000
Sharebased paymens ) (9.79%) {4.354) (9.793) (4.354)
Plant and equipment ) (3.321) (2.850) (3320) {2.850)
Operating lease payments (©) (41.383) (33541) - (41.383) (33.541)
Inventary ; {d) (16:464) (14713) (16:464) (14713)
Provision: for sales returns (e (2.484) {2.643) {2.484) (2.643)
Goodwll amorusauon ® 1,873 - - -
Financial service fees 0 (1,204} {1.059) - -
Delerred tax | 0 (37.654) {41.381) (37.654) {41.381)
Total adjustment  ~ (110430) (100.541) (111.099) (99.482)

J
h
37. CHANGES IN ACCOUNTiNG POLICY
Application ofAASB 132 and AASB 139 from 31 July 2005

In the current ﬁnancul year the Consolidated Entity adopted for the first ume AASB 132 Finandial Insruments: Disclosure and Presentotion and
AASB 139 Fingnciol rnstrumenm Recognition ond Megsurement. This change in accounting policy resulted from the eleclion made in accordance with
the transition rutes contamed in AASB |, which does not require the restatement of comparative information for financial instruments within the

scope of AASB 132 glnd AASB 139.

The impact of this déange in accounting policy on the balance sheet as at 31 July 2005 is set out below. The notes below describe the major
components of these impacts, The transitional provisians will not have any effect in future report:ng penods

Balance sheet account.s impacted at 30 July 2005

h CONSOLUDATED DAYID JONES LIMITED

| Previous AIFRS Previous AIFRS

i AGAAP Adjusiments AIFRS AGAAP  Adjustments AIFRS
DRACR) DR/(CR) DRICR) OR/{CR) DRICR)  DR/CR)
: Notes $000 $000 3000 $000 3000 $000

Receivables (current) !

Hedge recenvables | (i) - 2328 1328 - 2328 2328
Financia) assets (current) () - 45937 45937 - 45937 45937
Deferred tax assets | ) 39117 1,855 40972 39117 1855 10971
Payables (current} ’ )

Hedge payable Coe (i) - (642) - (642) - (642) (642)
Financial labilities (current)

RPS 0} - (52.790) (52.790) - {52.790) {52,790)
Financial liabilities {ndn current)

Fair value derivatives ) - {53.407) {53407) - (53407) (53.407)
Share capital ) ! (400.762) 49.827 (350915) {400.762) 49827  (350.939)
Cash Nlow hedge reserve (DG v - {900) (500) - (500) (900)
Accumulated losses | (i) (75.057) 7.792 {67,305) (50.501) 7792 (42.705)

v
1
W
1
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Notes to the
Financial
Statements

For the 52 weeks ended 29 july 2006 and 52 weeks ended 30 Juty 2005
David Jones Limited and its controlled entities

17. CHANGES IN ACCOUNTING POLICY - continued

Notes to the reconciliation

(i} RPS

RPS were presented as equity under previous AGAAP as they are

not considered a mandatory convertible instrument and there is no
obligation to pay distributions. RPS is classified as a financial Eability
under AIFRS as there are circumnstances under which the holder

can demand conversion of the instruments, This resulted in the
reclassification of $49.827 million {(Company: $49.827 milion} from
share capital to financial liabilities-

The transaction costs incurred from the issue of the RPS totalling
$4.272 million {Company: $4.272 milion) were recognised directly

in previous AGAAP as a reduction in the proceeds of the instrument.
With the RPS classified as a financial liability under AIFRS those
transaction costs are deferred, disclosed together with the related
liability, and recognised on an effective yield basis (amortised aver

the pencd to the first reset date of | August 2007). This requires an
adjusiment at 31 July 2005 of $1.709 millian {Company: $1.709 million)
to recognise the capitalisation of the transaction costs and a reduction
in retained eamings of $2.563 million {(Company. $2.563 million)
representing the portion of transaction costs that have effectively been
amortised up to that date,

The Consolidated Entity has entered into a swap contract 1o corvert
the fixed coupon payments to RPS holders to a floating rate. At 31 july
2005 the fair value of the interest rate swap contract of $0.400 million
(Company: $0.400 million) resutted in the recognition of a hedge
receivable of $0.400 million {Company: $0.400 million) with an equal
amount being credited to the interest beaning liabilities.

(i) Foreign exchange contracts

AIFRS requires foreign exchange derivalives to be recognised at fair
value on the balance sheet, Fair value represents the difference between
the contracted forward rate and the period end forward rate and
represents an unrealised discounted (at applicable current interest rates)
gain or loss on the contract at a point in time. At 31 July 2005, the fair
value of the forward exchange contracts was a net unrealised loss of
$0.487 million (Company. $0.487 million) resutting in the recognition of
cash fiow hedge receivable of $0.155 million (Company: $0.155 milion),
2 cash flow hedge payable of $0642 milion {Company: $0.642 million)
and debit to the cash flow hedge reserve in equity of $0.487 milion
{Company: 30487 million).

{iii) Interest rate swaps — cash flow hedges

The interest rate swaps used 1o hedge the Consolidated Entity's
financial liabilities exposure are required 1o be recognised at fair value
on the balance sheet under AIFRS. Fair value represents the present
valye (discounted at applicable current interest rates) at reporting
date of the net future interest coupons associated with the swaps. At
31 July 2005, the fair value of interest rate swaps totalled $1.773 million
(Company: $1.773 miffion} resutting in the recognition of a hedge
receivable of $1.773 million (Company: $1.773 million) with an equal
amount being credited 1o the cash flow hedge reserve in equity.
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(v} Interest rate swaps - sale and leaseback arrangement

The Consolidated Entity has entered into interest rate swaps relating
to the sale and leaseback arrangement referred to in note 26,

Under AIFRS the swaps are recognised at fair value on the balance
sheel Fair value represents the aggregate of the present value
{discounted at applicable current interest rates) at reporting date of
the future interest rate coupons under the respective swaps.

| At 31 July 2005, the net fair values of these swaps resutted in the

recognition of a financial liability of $53.407 miltion (Company:
$53.407 millicn), a financial asset of $45.937 milkon (Company:
$45.937 million) and a net debit to retained earmings of $7.470 million

{Company: $7.470 million).

| (v} Tax effect

The tax effect of the above adjustiments was to increase the net defermed
tax asset at 31 July 2005 by $1.855 milion (Company: $1.855 milion)
recognised as $2.241 milion {Company: $2.241 million} to retained
eamings and $0.386 milion (Company: $0.386 mifion) to the cash flow
hedge reserve.




Directors’
Declaration

4

. H
|'
]

a
I.In the opinion of t{m Directors of David Jones Limited {“the Company"):
(3) the financial statbments and notes set out on pages 52 to )14, are in accordance with the Corporations Act 2001, including:

() gwving ainie and fair view of the financial position of the Company and the Consolidated Entity as at 29 july 2006 and of their
performance, as represented by the resutis of their operations and their cash flows, for the year ended on that date; and

(in) complyhg{vlﬁth Australian Accounting Standards and the Corponations Regulations 2001; and

(b) the rernuneranon disclosures that are set out on pages 3| to 51 of the Directors' report comply with Australian Accounting Standard

AASB 124 Reiated Porty Disdosures and Corporations Regulations 2001 and

{c} there are reasoqable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

Z.In the opinion of the Directors. as at the date of this declaration, there are reasonabie grounds 1o believe that the members of the Closed
Group identified in fiote 31 will be able to meet any obligations or lizbilities 10 which they are or may become subject by virtue of the Deed
of Cross Guamntce §

3.The Directors have been given the declaration by the Chief Executive Officer and Fma.nce Director for the 52 weeks ended 29 July 2006
pursuant to section 295A of the Corporutions Act 2001,

Signed in accordancé with a resolution of the Directors:

Robert Savage a Mark Mcinnes
Chairman ﬁ . Executive Director and Chief Executive Officer

Sydney. 9 October 3006

DAVID JONES ANNUAL REPORT 2006

115




Auditor’s
Independence
Declaration

Te the Directors of David Jones Limited

In refation to our audit of the financial report of David Jones Limited for the financial year ended 29 July 2006, to the best of my knowledge
and belief, there have been no contraventians of the auditor independence requirements of the Corporations Act 2001 or any applicable
code of professional conduct

A=

Ernst & Young 5] Ferguson
Partner

9 October 2006

Liability limited by a scheme appruved under
Profeswional Standards Legislation.
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Independent
Audit Report

To the members of David Jones Limited

SCOPE _ )
The financial report./remuneration disclosures and directors’ responsibility

The financial report comprises the balance sheet, income staternent, statement of changes in equity. staternent of cash flows, accompanying notes
1o the financial ﬂalcﬂ":ents. and the directors’ declaration for David Jones Limited' (the company) and the consolidated entity, for the year ended
29 July 2006.The consohdated entity comprises both the company and the entities it controlled during that year:

The company has d:sclosed information as required by paragraphs Aus 25.4 10 Aus 25.7.2 of Accounting Standard 124 Relgted Party Disdosures
("remuneration disclosures™), under the ‘heading “"Remuneration Report” on pages 31 to 51 of the directors’ report. as permitted by Corporations
Regulation 2M.604. ?

The directors of the company are responsible for prepaning a financial report that gives a true and fair view of the financial position and
performance of the c"ompany and the consolidated entity, and that complies with Accounting Standands in Australia, in accordance with the
Corporations Act 200‘ This includes responsibility for the maintenance of adequate accounting records and internal controls that are designed

Lo prevent and detea fraud and ermor, and for the accounting policies and accounting estumates inherent in the financial report The directors

are also responsible for the remuneration disclosures comtained in the directors’ report.

Audit approach .

We conducted an mdependenl audit of the financial report in order to express an opinion to the members of the company. Qur audit was
conducted in accor’dance with Austrafian Auditing Standards in order to provide reasonable assurance as to whether the financial report is free
of material mlsstatement and the remuneration disctosures comply with Accounting Standard AASB 124 Refoted Party Disclosures. The nature of
an audit is mﬂuenced.lby factors such as the use of professional judgement selective testing, the inherent limitations of internal control, and the
availability of persuasive rather than conclusive ewvidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed pmctdures o assess whether in all material respects the financial report presents fairly. in accordance with the Corporations Act
2001, including comp'llance with Accounting Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent wnh our. understanding of the company’s and the consolidated emity's financial position, and of their performance as
represented by the resuhs of their operations and cash flows and whether the remuneration disclosures comply with Accounting Standard
AASB 124 Related Parzy Disclosures.

We formed our audn opinion on the basis of these procedures, which included:

- examining, on 3 test basis, snformanon to provide evidence supporting the amounts and disclosures in the financial report and the remuneration
disclosures:and  f

- assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting estimates made
by the directors. ,]
) ;
While we considered the effectiveness of management’s internal controls over financial reporting when determining the nature and extent of
our procedures, our audit was not designed to provide assurance on intemnal controls.

We performed procedures to assess whether the substance of business transactions was accurately reflected in the financial report and the
remuneration dlsclos'yreaﬂ\ese and our other procedures did not include consideration or judgement of the appropnateness or reasonableness
of the business ptar\sior strategies adopted by the directors and management of the company.

Liability fimited by a scheme approved under
Professional Standards Legislation.
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Independent
Audit Report

To the members of David Jones Limited

Independence

We are independent of the company and the consclidated entity and have met the independence requirements of Australian professional
ethical pronouncements and the Corporations Act 2001. We have givt;n 1o the directors of the company a writlen Auditor's Independence
Declaration a copy of which is included in the Directors” Report. In addition to our audit of the financial report and the remuneration
disclosures, we were engaged to undertake the services disclosed in the notes to the financial statements. The provision of these services
has not impaired our independence.

Audit opinion
In our opinion:
1. the financial report of David Jones Limited is in accordance with:

() the Corporptions Act 2001, including:

(0] giving a true and fair view of the financial position of David Jones Limited and the consolidated entity at
29 July 2006 and of their performance for the year ended on that date: and

(i) complying with Accounting Standards in Australia and the Corporations Regulations 2001. and

(b) other mandatory financial reporting requirements in Australia.

2 the remuneration disclosures that are comained an pages 3| to 51 of the directors’ report comply with Accounting $tandard AASB 124
Related Porty Disdosures. .

emtfo D

Ernst & Young ’ S | Ferguson
Partner
Sydney
9 October 2006 ' .

Liability limited by a scheme approved under
Professional Standards Legrstation.
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Shareholder
. « -

Information

As at 22 Septermnber 2006 ‘

David Jones Limited and its controllad entities

Current shareholder information is available on the Cbmpany's website which is updated regularty.

TOP 20 ORDINARY,SHAREHOLDERS AND RPS SHAREHCLDERS

Shareholder ) Ordinary % No. RPS % MNo,

} P Morgan Nominees Australia Limited 39.573891 9.00 ! 87093 2256 |

National Nominees Limited ) 28493986 6.48 2 '

ANZ Nominees leﬁed . 27,249 865 6.20 3

Westpac Custodian Nominees Limited 20,508,819 467 4

Cogent Nominees Pty Limited o _ 5.992.406 136 5

Citicorp Nominees Pty Limited ’ 5,188,183 18 6 14211 368 2

Argo Investments Limited 4143829 094 7

UBS Nominees Pty Limited 3488536 079 8

IAG Nominees Pty Limited 3,449,706 078 9

Victorian Workcover: Authority 2505279 057 10

Bond Street Custodians Limited . 2,060,742 047 1

Yarawe Invesiments Pty Limited ' 1926100 044 12

Transport Acadent Cammission 1677617 0.38 13

Austrafian Reward Investment Alliance 1614973 037 14

Citicorp Nominees Pty Limited : 1,497,086 0.34 15

The University of Mefbourne 1408815 032 16

| Gwyrwill Securities F‘ty Ld . : 1,330,700 030 17

Citicorp Nominees Pty Limited 1.329.266 030 18 ,

Memill Lynch (Austraha) Norminees Pty Ltd . 1,278,607 0.2% 19 :

MLEQ Nominees Pty Limited 1276562 029 20

National Nominees lelted : 5,400 1.40 3

Troxfeld Py Lid | ! o 5,000 130 4 \

Mr Gregory PauIVesey & Mrs Rosalie Vesey 4,795 1.24 5

PaMite Holdings Pry. Ltd ' 4309 112 6

Fartis Clearing Nominees F/L 3434 089 7

ANZ Nomninees Limjted 2725 07 8

Fzete Holdings Pty Limited . . . 2568 067 9

Australian industriat Sands Pty Ltd ’ 2,500 0.65 to

Mrs Jennifer PT Darvall ) ) - 2500 055 Tt

Mr Kerward Elmslie : 2150 056 1z

Avanteos Investments Limited 1.660 043 13

Mr Neil Uoyd Jones . 1,500 0.39 14

Dr Bruce Deane Roney & Mrs Pamela Anne Roney - 1,404 036 IS

Dr Rita Lin 1,315 0M 16
N Mrs (sabel Anne Stogdale T 1216 031 17

Lestie Leonards Hi-Fi Pty Lid hi9s 031 18 {

Muhtay Pty Ltd : 1,051 027 19

Ecapital Nominees Pty Limited : ) 045 027 20

155,994,970 35.49 147,072 38.09
Th; 20 largest ordinary shareholders hold 35.49% of the ordinary shares of the Company.
The 20 largest RPS shareholders hold 38.09% of the RPS of the Company.
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For Corporate and Customer
information please visit us at




